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PROFIT SHARING IN THE UNITED STATES. 

BY BORIS EMMET. 

INTRODUCTION. 

Tho récognition of tho desirability of a distribution of the profits 
of an enterprise so as to give to ail the employées concemed with 
tlieir création a fair sharo is by no means of récent origin. Varions 
reformers, somc students of industrial problems, and often employers, 
havc from time to time addressed themselves to a considération of 
tliis problem with varying degrees of enthusiasm and zeal. Profit 
sharing, at times, has actually been advocated as the onc and only 
mcthod for the permanent solution of the so-called labor problem. 

Although ûiost of tho profit-sharing théories havc been put into 
opération, the appearance and disappcarance of profit-sharing schemes 
havc been so irregular and infrequent that one may not appropri- 
ately speak of a profit-sharing movement. Profit sharing, in so far 
as it does exist in tho United States at the présent time, appears as 
a component part of a larger and more significant phenomenon in 
our industrial life, to wit, the tendency on the part of employers to 
croate conditions that would mitigato the fréquent and often violent 
disputes bctwecn themselves and their employées, thus fostering the 
devclopment of a larger spirit of harmony and coopération, and result- 
ing, incidentaUy, in greatcr efficiency and larger gains. 

OBJECT OF THE STUDY. 

The object of this study is to fùmish as complote and dotailed 
a picture as possible of the présent status of profit sharing in tho 
United States, prosonting descriptively and statistically tho following 
facts: (1) Extent of tho application of the principlo in American 
trade and industry; (2) nature or character of the existing plans 
with particular référence to (a) factors detcrmining profits to bc dis- 
tributed and (b) conditions imdor which profits are paid to employées; 
(3) proportion of the total employed who participate; (4) occupa- 
tions or types of employment of participating employées; (5) bonefits 
accruing to participating employées; (6) cost of plans to the em- 
ployers; and (7) results socured through workings of the plans with 
spécial référence to factors tending to improvo relations betwecn em- 
ployer and employée and to increasc tho oflBciency and stability of the 
working force. 



6 BULLETIN OF THE BUREAU OF LABOB STATISTICS. 

Although this study endeavors to throw somo light on tàe causes 

of the discontmuanoe of some of the profit-dhiaring plans known to 

hâve been in existence, it is in no sensé historical, înasmuch as it 

does not concem itself in détail with tiie nature or character of the 

discontinued plans. 

SCX>PE OF THE STUDY. 

In the course of this investigation ail of the profit-sharing plans 
known to be in opération in the United States at the présent time 
were carefuUy examined and analyzed. In addition to thèse, various 
other plans, popularly termed profit sharing, were studicd. The 
latter, in the majority of instances, bcar no direct relation to the 
profits of the enterprises in which they are in vogue, the divisible 
moneys depending almost wholly upon factors not at ail in the nature 
of profits; as, for example, the length of service or wages or salaries, 
or both; wages or salaries and ownership of certain amounts of stock 
or of a savings accoimt; gênerai profitableness of the business and 
the skill of spécifie classes of employées coming under the plan; and, 
in some of the so-called stock subscription plans, upon the subscrip- 
tion for certain amoimts of stock, the so-called profits under such 
plans accruing either by reason of the fact that the stock is ofFered 
to the employées at less than market price or through a spécial bonus 
per share for a limited number of years, from two to five usually, 
paid to subscribing employées who retain ownership of the subscribod 
or paid for stock, or both. 

The common featiu-o of ail of the plans doscribed in this report is 
the understanding among aU concemed that the shares in the profit 
or the bonuses paid to the employées are separate and distinct from 
the employées' regular eamings, subject to change and withdrawal 
by the employer without notice, and with the qualifications for par- 
ticipation fiixed at his discrétion.* 

ï The légal status of profit sharing, with partlcular référence to the rights of employées to compel employ- 
etB to pey the shares as speciâed, after announoement , bas never been deilnJtely established by any of the 
State or Fédéral courts of record. 

A considérable nnmber of 80<^ed profit-sharing cases, however, were brought to the attention of some 
of the j ustice courts in the State of Michigan. Thèse saits were started by employée* of one of the profi t- 
sharing firms, who, for some reason or other, were disqualified from participation, the plaintilTs main- 
taining that the publicly announced profit-sharing plan of the establishment Ti-as equal to a contract of 
employmcnt reeipecting wages, applicable to ail employées of a spécifie class, that ihe employer, under 
such conditions, had no légal right to discriminate between différent groups of employées, frivinK irofite 
to some and denying them to others. The courts, however, sustained the contentions of the défendant 
to the cflfect that profit-sharing moneys are meregratuities on thepartof the employer, who tlierefore has 
the sole right of determining the conditions undec which they should be paid, acd, furthermore, if sliaros 
of profits were obtained in a fraudulent manner the moneys thus received may be recovered by ihe irra 
throi^b a civil suit. 

lu accord with this point of view, apparently, are the régulations of the United States Treasur>' Depart- 
ment in the eaforcoment of the Fédéral moome tax law. Under thèse régulations, profit-diaring or ^ain- 
sharirg eipenditures are not considerod aport of thedirect laboroastof an establishment to be treated as an 
expense. Such moneys are taxed in the same manner as any other income of the employer for the reason 
that their disposition is considered a mère gratuity on the part of the employer. 

A case bearing on a question closely rêsembUng that of profit sharing— the right of an employée lo the 
Mtaount o/accTiieà pfmvm money upon dismissal before reaching the specified âge and sor\'ico liniit (Mc- 
^la ^. SoJvay Process Co., 32App. Dtv., 610, afflr. 166 N. Y.,530)— WBS decided against the employée and 
•^vorofUte oonwanv. 
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Except in a casual way, this report does not concem itself with 
plans undcr which a part of the divisible profits are set aside as a 
common fund for purposes of the gênerai welfare of the employées, 
such as, for instance, the development of récréation activités, im- 
provement in the health of employées, or for the payment of sick 
benefits, old-age pensions, etc. 

The report, f urthermore, omits altogether the considération of any 
plans under which the bonuses paid dépend chiefly upon increases in 
individual efficiency as shown either in the output of work or in the 
amount of sales made, or upon savings individually effected in the 
cost of production or in the normal expenses of opération. Whatever 
the ultimate value of such plans may be, their nature is such that 
they can not properly be included among plans involving the appli- 
cation of the profit-sharing principle, even in the broadest sensé of 

the term. 

METHODS USED IN THE STUDT. 

In'the collection of the information upon which the results pre- 
sented in this report are based, personal visita were made to each 
of the establishments that were reported as having profit-sharing or 
stock-subscription plans in opération for the benefit of their employées. 
The gênerai nature of the plan, its object, and results achieved were 
discussed in each instance at great length with persons in direct charge; 
whenever possible, the originator of the plan was interviewed, 

AU the statistical results herein shown, particularly those indicating 
the proportions of participants of the total employed, benefits ac- 
cruing to the employées, cost of the plan to the employer, and the 
occupations of the participants, are based upon data secured from 
original records of the respective firms. Furthermore, descriptive 
texts of spécifie plans distributed by the différent companies and 
said to présent the essential features of their plans, were carefuUy 
examined for the purpose of checking them with the actual facts as 
found upon the examination of the actual working of their respective 
plans. 

As the principal aim of the study was to présent a complète account 
of the présent status of profit sharing, properly speaking, plans other 
than those properly so termed were introduced into this report either 
because they were associated in the public mind with the principle of 
profit sharing, i. e., the actual distribution of definite proportions of 
the net profits, or because their introduction seemed to afford the 
best means of indicating clearly the real nature of profit sharing, 
as distinguished from ordinary bonus plans under which the so-called 
divisible amounts bear no immédiate relation to the profits of the 
business. 



» 
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CLASSIFICATION OF PROnX-SHARING PLANS IN OPERATION IN THE 

UNITED STATES. 

Rclatively few of the plans adopted by American employers for the 
purpose of giving their employées some rémunération in addition to 
their regular eamings can properly be classifîed as profit sharing 
as defined by the International Coopérative Congress.^ 

The following classification, based upon a close scrutiny of the 
detailed features of most of the plans in opération in the United 
States, was formulated and used throughout this report for conven- 
ience and clcarness: 

I. Profit sharing — Essential features: 

1. Amount to be distributed varies with and dépends upon 

the net profits of the enterprise or upon the amount of 
dividends paid to stockholders. 

2. Proportion of profits to be distributed is definitely deter- 

mined in advance. 

3. Benefits of the plan extended to at least one-third of the 

total employed, and including employées in occupations 
other than executive or clérical. 

4. Method of determining individual shares is known, at loast 

in a gênerai way, to the participating employées. 

II. Limited profit sharing — Essential features: 

1. Same as 1 in profit sharing. 

2. Same as 2 in profit sharing. 

3. Benefits of the plan limited to less than one-third of the 

total employed, and excluding employées other than 
executive or clérical. 

i The tenn " profit sharing," strictly speaking, vas clearly defined by the International Coopérative Con- 
gress» held in Paris, France, 1$89. Acoording to this définition profit sharing involves "an agreement freely 
entered into, by which the employées recei\'e a share, fixed in advance, of the profits/' 

In formulating thi3 définition, the congress defined the term "agreement" as covering not only agreements 
binding in law, but as including also cases where the agreement is only a moral obligation, provided it is 
honorably carried out. 

As to the meaning of the term "profits" in the définition of the congress. it was stated Ihat profits should 
be miderstood as constituting **%he actoal net balance or gain reaiized by the ûnancial opérations of the 
undertaking in relation to which the scheme exists." 

A "share" is stated by the same congress to be^asum paid to the employée out of the profits." The 
amount of the share, it is fûrther stated, "must be dépendent upon the amoimt of the profits." 

Another feature of profit sharing that recei^*ed the careful attention of the congress was the provision, 
unanimously adopted, that "che share received by the employée shall be ûued in advance." It is not 
necessary that the employée shall know ail the détails of the basis upon which the amount of his share 
will dépend. It is essential, ho^vever, that the share to be given to the employée shall not be indeterminate, 
that is, it must not be a share which an employer fixes, at the end of some period, at his abs<Hute discrétion, 
as distinguished from a prearranged basis. 

The relative proportion of the total working force of a spécifie concem that must share in the profits in 
order to establish real profit-sharing conditions was stated by the same oongress to be "not less tlan 75 
per cent." 

It is to be observed, ftnthermore, that the money received by an employée under any profit-sharing 

plan is to be received by him strictly as an employée for services rendered; the fact that an employée holds 

shares of stock or any other pecuniary interest in the business which employs him does not, in itself, con- 

•tttute a case of profit .sharing. (Bulletin de la Participation aux Bénéfices, Paris, Tome XIX, 1897, pp. 

^»-222, cited by D, F. Schloss, Methods of Industrial Rémunération, London, 1898, Ch. XVU.) 
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III. Bonus plans, popularly known as profit sharing, undcr which the 
divisible fund does not dépend upon or vafy with the net profita of 
the entcrprise, but upon any one of the foUowing f actors : 

1. Price for which commodity manufactured is disposed of — 

the so-called sliding-scale wage. 

2. Gross receipts or gross profits — a variant of the sliding 

scale. 

3. The estimated probable profits of the business. 

4. Wages or salaries earned and length of service. 

5. Length of service and thrift, as shown by the participantes 

ownership of some stock of the company, or mainte- 
nance of a savings account. 

6. Savings of the prospective participants, as shown by a sub- 

scription or ownership of a specified amount of stock of 
the employing company or savings accoimts. 

7. Amount of savings collectively effected in production or 

opération. 
The major part of the subject matter of this report thus falls into 
threc main parts, as foUows: (1) Profit sharing in the strict senso of 
the term; (2) limited profit sharing; and (3) bonus plans popularly 
known as profit sharing. 

EXTENT OF THE APPLICATION OF THE PROFIT-SHARING PRINOPLE IN 

THE UNITED STATES. 

Profit sharing, properly speaking, i. e., as confined to plans undcr 

which distributions of specified proportions of the net profits of the 

enterprise are made to at least one-third of the total employed, does 

not appear to hâve reached any considérable proportions in the United 

States. The number of such plans known to be in opération at the 

présent time does not exceed 60.* 

The table foUowing présents a complète list of establishments hav- 
ing profit-sharing plans in opération, giving location, nature of indus- 

try or business, and years of establishment of the plans. 

1 Mr. Aueurin Williams, honorary secretary of the Labor Copaitnershlp Association of Great Britain, in 
his volume entittod "Copartnershlp and Profit Sharing/' 1913, Henry Holt âi Co., New York, Ch. VU, 
p. 146, gives as the reason for the slow progrès» of profit sharing in the United States the fact that "the 
material development of the country has heen too rapid, the increaso in the production of weaith toc 
great, and the openings for raen of ability , even without capital, too tempting, for many of the most active 
minds to conc«m themselves much with the improvements in indostrial relations, and the system of 
sharing weaith." 
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ESTABLlsnW£NT3 WITH PROFIT-SHARINO PLAKS IK OFEItATION' IN 1916. 
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The number of establishments that share some proportion of their 
profits with a few of their more important ^nployeee (limited profit 
sharing) greatly exceeds the number of establishments sharing profits 
with a considérable proportion of their employées (profit sharing). 
On account of the relatively small proportion of the employées 
affected by the limited profit-sh&ring plans, as shown on page 63 of 
this report, it was not deemed advisable to'-endeavor to compile a 
complète list of such estabhshments. The number of bonus plans 
popularly known as profit sharing, particularly those involving stock 
subscriptions or the payment of percentage bonuses on eamings, 
based upon the length of service, is large. In view of the f act, how- 
ever, that such plans do not represent profit sharing, properly speak- 
ing, it was thought beet to limit the discussion of them to an inten- 
sive study of a few selected représentative groups of such plans. 

PROFIT-SIÛRING PLANS. 

DESCRIPTIVE AND STATISTICAL SUMMART. 

This section of the report deals with profit-sharing plans in the 
strict sensé of the word as defined in the introductory part of this 
report. The nature of the plans hère described and analyzed approxi- 
mates very nearly the de&dtion of profit sharing formJlatedTy the 
International Coopérative Congress referred to in the footnote on 
page 8. 

In the formai annoimcements made regarding the estabUshmont of 
most of the plans included in this class, spécifie référence is usually to 
be f ound to the f act that the arrangement is volimtary on the part of 
the employer, that the management in the appUcation of the profit- 
sharing principle still reserves to itself the absolute right to discharge 
or lay off , as well as to disqualif y undeserving employées from f urther 
participation in the benefits of the plan. In one instance only, by 
reason of the contractual nature of the plan, may employées legally 
claim shares in the profits on the basis of the conditions specified in 
the agreement signed. 

The matter of the employées' right to participate in the divisible 
profits is somewhat more elaborately specified under plans in which 
individus! shares are paid in stock and where therefore the principle 
of labor copartnership becomes incidents! to the opération of the 
plan. Under such plans, more than under any of the others, the 
rights of the participating employées are carefuUy formulated in 
writing and published for the guidance of both parties. 
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THE DETERMINATION OF THE PROFIT-SHARING FLND. 

In about three-fourths of the plans the amount availablé for 
distribution dépends upon and varies with the net profits of the 
business. By net profits, in a great majority of instances, is 
meant the residuum of profits after ail so-called legitimato ex- 
penses, including dépréciation and what is assumed to be a mod- 
erate retum on capital, hâve been paid, the theory being that interest 
on capital is a charge similar in nature to wages to be met out of the 
gross receipts. In gênerai two distinct methods are followed in 
determining the amount of divisible profits imder the profit-sharing 
plans herein discussed. Briefly, thèse methods are as follows: 

(1) Spécifie proportion of the net profils or of the amount paid oui 
in dividends to stockholderg. — The spécifie proportion of net profits 
that becomes availablé for distribution varies greatly with the différ- 
ent plans. Its range of variation is from 2 pcr cent (the lowost) to 
100 per cent (the highest), as is the case in the plan described in 
détail on pages 37 to 44 of this report. As in many instances the spé- 
cifie proportion of profits to be distributed is not made pubhc, it is 
rathor difficult to state exactly the average proportion of profits that 
becomes availablé for distribution tmder most of the plans. It can 
be stated, however, with a fair degree of accuracy that within the 
range of variation just mentioned, the average for ail of the plans 
studied would be about 10 per cent. In plans under which the 
divisible amoimt is dépendent upon the amount paid out in divi- 
dends to the stockholders the range of variation is from ono-tonth to 
one-third. 

In one instance aU of the net profit of the business ovcr and above 
what is assumed to be a fair rate of retum on the capital invested is 
distributed among the employées ehgible to participation and the 
firm on the basis of total eamings of employées on the one hand and 
total interest on the capital invested on the other. In another instance 
(one of the oldest plans) capital receives what is presumed to be a 
fair retum on the investment, the surplus of profit over and above 
this retum reverting to a gênerai surplus fund out of which, in 
amoimts determined at the end of each year by the management, 
the divisible profits are drawn for distribution in equal proportions 
among the participating employées and consumers, the former shar- 
ing upon the basis of their eamings and the latter according to the 
gross profits on their purchases.* 

(2) Rate of dividend on eamings of employées equal in whole or in 
part to the rate of dividend paid on capital. — In the majority of plans 
of this kind the rate of dividend paid on the eamings of employées 
varies from one-half to three-fourths of the rate of dividend paid to 
the stockholders. 



'A detaiJed description ot the workings of this plan will be found on pp. 45 to 50. 
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The principal distinction between the différent methods for the 
détermination of the divisible fund above described is as follows: 
While in plans under which the divisible fund is dépendent upon 
the net profits of the enterprise, the présence of profits at the end 
of the business period necessarily involves a distribution to the par- 
ticipatîng employées, such a distribution may not always take place 
imder plans wherein the divisible fund dépends upon dividends de- 
dared. For, even with the présence of large profits, the management 
may deem it more désirable to utilize them for purposes other than 
the payment of dividends, namely, to extend or enlai^e the sphoro 
of its business, in improving its physical properties, or, as it often 
happens, in creating surplus or omergency funds. 

METHOD OF APPORTIONING DIVISIBLE PROFITS BETWEEN CAPITAL AND LABOR. 

Generolly speaking, the method of apportioning the divisible profits 
between capital and labor is determined at the outset by the em- 
ployer, who in most instances announces that a certain fixed per- 
centage of the profits, determined in a specifiod manner, will be 
distributed at the end of the business year among employées eUgible 
to participatc. 

Very often, howcver, plans merely state that the divisible profits 
will be distributed between capital and labor in proportion as the 
total pay roll is to the total capital invested, it being assumed that 
thèse two f actors — total capital invested and total wages — are similar 
in nature, inasmuch as the former measures the interest that capital 
lias and the latter the interest of labor in the undertaking. Aside 
from the f act that theoretically thèse two f actors are not at ail simi- 
lar — interest on capital corresponding more nearly, if at ail, to wages — 
the above-mentioned method of distribution usually results in a dis- 
tribution of the profit-sharing fund in the ratio of about 3 to 1, to 
capital and labor, respectively. For tliis reason the benefits accruing 
to employées, even under the most libéral profit-sharing plans, are 
not very large. 

As opposed to the above-described basis of distribution of profits 
is the underlying principle guiding the distribution of profits under 
plan No. 5, described in détail on pages 37 to 44, It is the opinion of 
the management of the establishment in which this plan is in 
opération, that the factor in production that most nearly re- 
sembles wages is not the total capital but the interest on the 
same. '*The employer," states the gênerai manager of this firm, 
''invests his capital and labor its energy. The first gets his re- 
tum in the shape of interest on the investment — the legitimate per 
cent of profit, in our case 6 — the second gets his retum in the form 
of daily or monthly wages. Thèse two f actors — interest on capital and 
wages — must be paid out of the gross receipts of the undeiri^îsiw^* '"Ç^m^ 
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remainder of the gross profits af ter allowing ail the other legitimate 
expenses consti tûtes the net earnings of the business, created jomtly 
by capital and labor, to be distributed in proportion to the relative 
interest in the business of each of the two partners, namely, amount 
of interest on capital and wages. " 

The foUowing example based upon actual facts relating to the 
capital invested, wages, interest, etc., of this company will illustrate 
the différence in the results obtained under the two methods dis- 
cussed, namely, the distribution of the divisible profits according to 
(a) the ratio of total capital to wages (method 1) and (b) the ratio of 
interest on capital to wages (method 2) . 

Assuming that the total capital invested in the undertaking during 
a spécifie year is $500,000, that it is understood that the f air interest 
on the same is 6 per cent, that the amount paid out in wages is 
$100,000, and that the amount of available divisible profits is $120,000, 
let us distribute the latter amount among the two f actors — capital 
and labor — on the two bases indicated above and termed method 1 
and method 2. 

Method 1. — Basis: Ratio of total capital to wages. 

Share of capital equals, under this method: 

120,000X500,000 

500,000 + 100,000 " 'loo»^^- 

Share of labor then would be equal to : 

120,000X100,000 
500,000 + 100,000 ■" '20,000. 

Method 2. — Basis: Ratio of interest on capital to wages. 

As, at 6 per cent, interest on capital will amount to $30,000, the 
équations will be as foUows: 
Share of capital equals, under this method: 

120,000X30,000 

100,000 + 30,000 ~ '27,692. 

Share of labor then would equal: 

120,000X100,000 
100,000 + 30,000 ~ '^2,d08. 

The différence in the two methods explidns the unusually high 
profit-sharing dividends on wages paid under the profit-sharing plan 
dcscribed in detaU on pages 37 to 44. 

CONDmONS OF EUGmiUTT. 

In only one of the profit-sharing plans studied are ail employées with- 
out exception allowed to participate in the distributed profits. In one 
"^ase also the banefita of the plan are confined to employées signi- 
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fying their intention to participate proportionately in the possible 
losses of the business. In nine-tenths of the plans, however, the 
main condition of eligibility for participation is the permanency of 
affiliation with the employing company, as shown by a spécifie length 
of continuons service. This minimum of continuous service varies 
from three months to three years, the length of time required in 
more than one-half of ail the plans being one year or less. Thus ail 
the plans, with one exception, exclude from participation the so-'called 
shifting part of their working organization, confining the benefits to 
their more or less permanent employées. 

In about one-eighth of the plans in opération employées to partici- 
pate must file a written application especially provided for that pur- 
pose. The nature of such applications, in most instances, is simply 
a perfunctory statement signed by the employée to the eflPect that 
he promises to do f aithf ul work and be loyal to the company . In one 
instance employées contractually obUgate themselves to share in the 
possible losses of the year's business in proportion to their eamings, 
but not to exceed 10 per cent. Under the latter plan 10 per cent of 
the weekly eamings of each of the participating employées is retained 
by the company until the end of the distribution period, when the 
amounts thus retained are retumed to the employées together with 
their share of profits for the year. 

BASIS FOB COMPUTING INDIVmUAL SHABEa 

In the great majority of the plans studied the basis for Computing 
individual shares is relatively simple; namely, the amount of eam- 
ings of the participants. The individual shares in such instances are 
determined by dividing the employées' part in the divisible fund 
by the aggregate of wages of the participants in order to obtain 
what is usually called the profit-sharing dividend, and then multi- 
plying this dividend by the respective eamings of each of the par- 
ticipants. In ail of the plans the raies and régulations goveming 
the distribution of the profits are relatively simple, the employées 
thus being enabled to Imow in advance the conditions of ehgibility 
for participation, the basis upon which individual shares will be 
determined, and the circumstances under which sLares in the profits 
may be forfeited. 

CONDrnONS OP fospettube. 

In ail of the plans except one, discharge and leaving employment 
act automatically as causes for forfeiting the share of profits for the 
current year. The one plan provides specifically that only a dis- 
charge for cause results in forfeiture; other discharges, being more 
in the nature of permanent lay olBFs on account of lack of work, do 
not deprive employées of their proportionate share of the profits. 
Some of the plans under which shares of profits are paid in stock or in 
the f orm of savings accounts penaUze those leaving employment more 
severely than those who are discharged, it b^\n% %^^\£l^Ôl Ssl ^ûùsssr^ 
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few instances that employées leaving forfeit some part of the share 
of the profits of the previons year — usually from one-fifth to one- 
third — in addition to the share of the current year's profit. 

The provision that death shall be a cause of forfeiture occiirs only 
in about one-half of the plans; in the other plans it is specified that 
the pro rata share of the deceased employée shall be paid to his f amily 
or dependents. 

DISPOSITION OF FORFEITLBES. 

In profit-sharing plans under which the shares of profits constitute 
some proportion of the dividends paid on capital the amoimts of for- 
feited shares are usually retained by the employer. In other plans 
the amounts forfeited do not revert to the employer, but are appor- 
tioned among the participating employées. The reason for the 
différence in the disposition of forfeitures under the two groups of 
plans is explained by the f act that under the former plans the total 
amount to be distributed varies with the aggregate eamings of the 
participants, while under the latter the amount to be distributed is a 
definite proportion of the profits, which is fixed in advance. 

SHARES OF EMPLOYEES LATO OFF OB SICK. 

The majority of plans in opération specifically provide that em- 
ployées temporarily laid off by the management, but otherwise 
chgible and ready to retum to work upon call, be not barred from 
participation. TÎieir shares in such instances are based on their 
actual eamings. In one-third pt the plans, it appears, cases of lay 
off are treated "each upon its own merits.'' 

The same treatment as that of employées laid off is accorded to 
those taken sick, provided the sickness docs not extend "over an 
unreasonably long period" — ^usually not over six months. Under one 
plan only is it specifically stated that sickness of an employée carries 
with it a forfeiture of his share of the profits. In this instance, how- 
evcr, the company maintains a spécial fund for the benefit of its sick 
employées. 

FORM OF PAYMENT. 

The forms of payment of individual shares of profits imder 42 of the 
plans examined were found to be as follows: 

Under 32, or over three-fourths of those reporting, the shares in 
profits were paid f ully in cash. Five reported as paying in " part 
stock or savings account or common fxmd and part cash." Of thèse 
the following proportions were paid in cash: One, 99 per cent; one, 90 
per cent; one, 85 per cent; one, 80 per cent; and one, 10 per cent. 
Under two plans the shares of profits were credited to a common fund, 
which was utilized to croate a pension reserve which was to be made 
up in equal parts of the shares of profits and contributions by thé 
h employées. In two cases the profits were foimd to be credited to 
savings secounts, and in one case the payment was ail in stock. 
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In plans under which the largcr proportion of the individual 
shares are paid in stock numerous provisions exist to prevent em- 
ployées from disposing of their profit-sharing stock in a hasty or 
improvîdent manner, it being the idea of the employera that a 
profit-sharing plan can not successfully be operated nnless the par- 
ticipants retain a pecuniary interest in the business. In two of the 
plans employées are specifically enjoined from disposing of their 
stock because the management looks upon the scheme as a means for 
creating for the benefit of the employées an annuity to provide 
against old âge and gênerai disabihty. 

YEARS IN WHICH THE PLANS WERE ESTARUSHED. 

In the foUowing table the profit-sharing plans in opération in the 
United States are classified by year of establishment : 



Table l.-YEARS IN WHICH PROFIT-SHARING PLANS WERE ESTABLISHED. 


Year. 


Number 
of plans. 


1 

v^_ Nimiber ' 
^®^- of plans. 

' i 


1 
v««, Number 

^*^* of plans. 

i 


1S8G 


2 

1 
1 
1 
2 

1 

4 


1902. 


1 

3 
4 


1912. 1 4 


1887 


1904 


1913 


4 


188». 


1906 


1914 


7 


1897 


1907 


1915 


11 


1899 


1909 


1916 


4 


1900 . 


1910 


Total 




1901 


1911 


60 






i 





From the abovc table it may be seen that the profit-sharing plans 
in opération in the United States at the présent timc are of compar- 
atively récent origin, only seven of them, or about one-ninth, having 
been established prier to 1900. Twenty-nine, or almost one-half , hâve 
been established since 1911. Slightly midcr one-third of the plans 
hâve been in opération 10 years or looger. Over two-thirds of them 
hâve been in opération less than 10 years. Of the latter group, 21, or 
more than one-third of ail, were put into effect in 1914, 1915, and 1916. 

LOCATION OF PROPTr-SHARING ESTABLISHMENTS. 

The geographical location of the estabhshmcnts having profit- 
sharing plans in opération at the présent time may be seen from the 
following table: 

Table 2.-L0CATI0N OF PROFIT-SHARING ESTABLISHMENTS. 



State. 


Number 
of estab- 
lish- 
ments. 


State. 


Number 
ofestab- 

lish. 

ments. 


SUte. 


Number 
of estab- 
lish- 
ments. 




1 
3 

1 
3 

1 
1 
1 


Massachusetts 

Michigan 


13 
2 
1 
1 

12 

1 
10 


Pennsylvania 


4 


Cofmflctfcot 


Rhode Island 


1 


District of Columbia. . 


Minnesota 


South Carolina 

Wisconsin 


1 


Illinois 


Missouri 


3 


In/tiAno 


New York . . . 


Total 




Kmtticlcv 


.North Carolina 

Ohio 


GO 


Maine 












\ 
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The interesting feature of the above-presented geographical distri- 
bution of the profit-shaiing establishments is the fact that over six- 
tenths of ail thèse establishments are located in three States — Massa- 
chusetts, New York, and Ohio — and that more than half of them 
are in the North Atlantic States. 

INDUSntY OR BUSINESS OF PBOPIT-SHARING ESTABUSHBfENTS. 

The nature of the industry or business in which establishments 
having profit-sharing plans in opération are engaged is shown in the 
table presented below: 

Table 8.-INDUSTRY OR BUSINESS OF ESTABLISHMENTS HAVING PROFIT-SHARINQ 

PLANS. 



Industry or business. 



Manufacturing , 

Mercantile 

WaniriTig 

Publie Utilities 

Building and contracting 



Number 
of estab- 

Ush- 
ments. 



26 

14 

8 

5 

2 



Industry or business 



Real-estate brokers 

W holesale baking 

Newspaper publfehing 

Total 



Number 
of estab- 
lish- 
ments. 



2 
2 
1 



GO 



The above table shows that the largest single group of profit-shar- 
ing plans, 25, or 45 per cent of ail, were in opération in estabhshments 
engaged in manufacturing, 12, or 21 per cent, in mercantile institu- 
tions, 8, or 14 per cent, in banking houses, and 4, or 7 per cent, in 
organizations engaged in public service. 

SIZE OF PHOFrr^HARING ESTABLISHMENTS. 

The size of 38 profit-sharing establishments, as indicated by the 
average numbere employed during a représentative distribution 
period, is shown in the foUowing table: 

Table 4.— NUMBER AND PER CENT OF PROFIT-SHARING ESTABLISHMENTS HAVINO 

EACH CLA88IFIED NUMBER OF EMPLOYEES. 



Classifled number of employées. 


Establishments. 


Number. 


Per cent. 


Under 100 


13 
14 

1 
5 
4 

1 


34.2 
36.8 

2.6 
13.2 
10.5 

2.6 


100 and under 300 


300 and under 500 


500 and under 1.000 ^ 


1.000 and under 3.000 


5.000 and under 10.000 


Total 


38 


100.0 
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Of the 38 establishments having profit-sharing plans in opération 
71 per cent employed less than 300 people. The proportion of them 
that had 1,000 employées or more was very small — 13.1 per cent. 



EXTENT OF PARTICIPATION. 



Of the 37 establishments reporting the proportion of the total 
employed who participated in the distributed profits 19, or 51.4 per 
cent, reported 80 per cent and over participating; 13, or 35.1 per 
cent, reported 60 and under 80 per cent participating; 4, or 10.8 per 
cent, 40 and xmder 60 per cent; and only 1 reported 20 and under 40 
per cent of ail the employées sharing in the profits. 



BENEnrS ACCRUING TO EMPLOYEB8. 

The benefits accruing to the participating employées as a resuit of 
the opération of the profit-sharing plans diuing one représentative 
distribution period, in terms of a percentage of the regular eamings of 
participants, are shown in the following table: 

Table 5.— PER CENT OF EARNINGB PAID AS DIVIDENDS IN 34 PROFIT-SHARINQ 

ESTABLISHMENTS. 



Classifked per cent of earnings paid as 
dividends. 


Number 
of estab- 
lish- 
ments. 


Classifled per cent of eamings pald as 
dividends. 


Number 
of estab- 
lish- 
ments. 


Under 2 


1 
6 
4 
7 
6 
5 
1 


?0 *nd UT»der 30 


1 


2 and under 4 


30 *^nd under *0 


2 


4 and under 6 


40 and un^ler SO 


1 


6 and under 8 


50 aT»d over , 


1 


8 and under 10 


Total 




10 and under 15 


34 


15 and under 20 











Under almost one-third of the plans the profit-sharing dividend on 
the regular eamings of the participants was less than 6 per cent. 
Slightly over one-third of the establishments paid dividends varying 
from 6 to 10 per cent. The remaining third of the establishments 
paid diWdends of 10 per cent or more. Of the latter, 5 establish- 
ments paid profit-sharing dividends of 20 per cent or more. 

COST OF PLANS TO EMPLOYERS. 

In view of the fact that in the great majority of the establishments 
not ail of the employées were eligible for participation, the cost of 
the plans to the employers, in per cent of the total labor pay roUs 
was considerably smallcr than the relative benefits accruing to their 
employées as shown above. The table following shows the cost of 
the profit-sharing plans to the employers for one représentative dis- 
tribution period. 
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Table 6.— COST OF PROFIT^HARING PLANS TO 34 EMPLOYERS, IN PER CENT OF 

TOTAL PAY ROLLS. 



Classified per cent of pay rolls paid as 
dividends. 


Nnmber 
of estab- 
lishments. 


Classified per cent of uay rolls paid as 
dividenas. 


Numher 
of estab- 
lishments. 


Under 1. , 


-_ 1 

1 


10 and under '5 . , .... 


1 


1 and under 2 


15 and under 20 


1 


2 and under 4 


: 20 and o^er . . . ^ ^ 


5 


4 and under 6 


1 

Total 




6 and under 8 


34 


9 and under 10 „ 











The cost in more than one-half of ail the establishments was lésa 
than 6 per cent of their respective annual pay rolls. In 7 of the 
establishments, or 20.6 per cent, the plans necessitated an additional 
expense of from 6 to 8 per cent of the total pay rolls. The proportion 
of plans in which the additional expense attributable to the opération 
of the profit-sharing plans amounted to 20 per cent or more was 
14.7 per cent. 

OCCUPATIONS OF PARTICIPATING EMPLOYEES. 

The foUowing table shows the occupations or types of employm^nt 
of the participating emplo3^ees of 34 establishments at the end of one 
distribution period : 

Table 7.— NUMBER AND PER CENT OF PARTICIPATING EMPLOYEES IN EACH OCCUPA- 

TION OROUP. 



OcCTipation group. 


Participating 
employées. 


Number. 


Per cent. 


Executive 

Clérical 

oaies ^. ........ 

Ail others 


'■ 1,326 

; 783 

' 266 

11,553 


9.5 

5.6 

1.9 

82.9 


Total 






! 13,938 

1 


100.0 



The table shows that 82.9 per cent of ail the beneficiaries belonged 
to the classification of '*all others/* that is, wore engaged in occupa- 
tions othcr than executive, clérical, or sales. Only 9.5 per cent of 
the participants were holding executive positions. 

DETAILED TABLES. 

The two tables which foUow show in détail, for each establishment, 
the principal part of the data shown in summary fomi in the tables 
preceding. 
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TàXUt S.—SVUBER OF EMPLOYEES, PROPORTION PARTICIPATING IN PR0FIT8, 
DIVIDENDS TO EllPLOYEEB. A.VD COST OF PROFIT-SnABINO PLANS TO EMPLOY- 
ERS, IN 3S ESTABLISHMENTS IIAVINO PROFIT-SIIARINO PLANS. 
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Tabl» 8.-N171fBER OF EUPIXtYEBe, PROPORTION PAHTICIPATINO IN PBOriTB, 
DIViDENDH TO EMPLOYEES, AND COBT OF PROFIT-6HARIN0 PLANS TO BHFLOT- 
ERB, IN 3S EeTABLISHMENTB HAVINO PHOFIT-fiBAHINO PLANS— Cont 
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TtBU 8.— NDUBBR OF EUFLOYBBS, PROPORTION PAKTICIPATINO IN PROFITS, 
DIVIDENDS TO K1(FU>YEE8, AND COST OF PHOFIT.flHAHINO PLANS TO ElfPLOY- 

ERS, IN M ESTABLrIaHUSNTB HAVINO PROFIT-8EARINa FLANB— Contlniud. 




68,304 

SI. -m 



132,338 



43.310 



oeat miltf 



381,878 
3», 711 
3H,il3 
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TiBLK 8,— NUMBER OF EMPLOYEES, PROPORTION PARTIClFATINfl IN PROFITS, 
D1VIDEND9 TO EMPLOYEES, AND COST OF PROFlT-SHARl.Na PLANS TO EMPLOY- 
Ens, IN 3» ESTABLISHMENTS ilAVlNO PROFIT-SIIARING PLANS— foncluded. 
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Table ».— NUUBER OF EUPLOVEES, PROPORTION PARTICIPATINQ IN PROFITS. AND 
NUMBER AND FER CENT OF PARTICIPANTS IN EACH SPECIFIED OCCUPATION 
aROI;F,lN3i£STABLISnMENT3]lAVING PROFIT-BIIARINa PLANS. 
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PROFIT SHARING IN THE UNITED STATES. 26 

ANALYSIS OF WORKING OF 12 TYPICAL PROFIT-SHARING PLANS. 

In this section of the report are given detailed accounts of the 
essential features involved, the détails of administration, and the 
results of the opération of a limited number of the better known profit- 
sharing plans in opération in the United States at the présent time, 
it being the intention to présent to the considération of those inter- 
ested careful analyses of plans that may be considered as typical, and 
in a certain sensé, successful. The 12 plans described in the fol- 
lowing pages, although involving in a gênerai way the same princi- 
ple — the sharing of some proportion of an employer's profits with his 
employées — reveal the great variety of methods used by employers 
in arriving at the same end. 

Plan designated as No. 1 is herewith presented largely on account 
of the comprehensiveness of the rules and régulations that govem 
the distribution of the profits. Except for the uncertamty due to 
the fact that the management reserves to itself the right to discon- 
tinue the entire arrangement at pleasure, employées under this plan, 
by referring to the printed rules and régulations, may ascertain the 
exact nature of the privilèges accorded to them. The settlement of 
disput-es that may arise under the provisions of the plan, including 
disqualifications from participation, is not wholly in the hands of the 
employer, for the latter in his décisions is also guided by the formu- 
lat-ed rules. Changes in the latter are usually made one year in 
advance, upon consultation with and with the approval of a com- 
mittee representing the employées — a permanent advisory board 
selected by the employées themselves for the spécifie purpose of 
assisting in the administration of the plan. 

The plan is also interesting because it shows clearly the method 
used in adjusting the proportion of the profits to be distributed to the 
constantly increasing number of participants due to either the growth 
of the organization or the extension of the benefits of the plan to 
employées originally excluded. 

PLAN NO. 1. 

A brief summary of the origin and history of this plan was given by 
the président of the company and originator of the plan in a paper 
read at the May, 1913, meeting of the Electrical Manuf acturers' Qub, 
at Hot Springs, Va. Af ter stating that prior to the introduction of the 
plan investigations were made by the company of similar plans 
already in opération, he says: 

The reporta of thèse varions expériences encouraged us to make the expérimenta 
but we felt that our plan must dliïer to a degree from any we had heard of , and our 
Bcheme was developed in accordance with the following considérations: 

As it was a doubtful expérimenta it was confined to our factory employées, leaving 
oui clerks and saleemen in our main office. 
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Realjy.ing that the résulta must be a question of judgment, rather than of deiSnîte 
figures, and wishing to be assisted in our judgment by the opinion of our two factory 
Buperintendents, whom we had interested in the experiment, we increased their 
salaries instead of making them profit shiOrers, in order that their judgment mig^t not 
be biased by their own interest. 

We expected the best results, and wished particularly to benefit certain old and 
faithful employées, whlle from récent employées, and particularly those who were not 
likely to stay with us long, we expected very little, and we had very little interest in 
them, so that it seemed to us necessary to make a distinction, and this was accom- 
pliflhed by the requirement that no one should be eligible to benefit until he had been 
in our employ for at least one year. 

On the principle that no partner has a right to any part of profits eamed before he 
comes into the partnership, we decided that a profit sharer must be informed of his 
status, and must work as such for the full year before he is entitled to any profits. 

In order to provide ample time to make up the books of the company, and to déter- 
mine the profits, we set the time of payment as March 1, or two months after the close 
of the year. 

To further extend the time of service it was decided that no profit sharer should 
benefit who leaves our employ before the dividend date of March 1. 

To give our people the greatest stimulus it was necessary that the amount of their 
dividend should be abeolutely dépendent on the profits of our business for any given 
year, and that as nearly as possible the profits for each year should be separately 
determined so that no man should either gain anything from profits of the year before, 
nor lose anything from profits carried into the succeeding year when he may hâve left 
our employ. 

At the outset we were confronted with the difficulty that being a private corporation 
we were absolutely unwilling to make any statement from which the amount of our 
profits could be determined, which would certainly be the resuit should we a'nnounce 
the percentage of our profits which we proposed to pay, and later told what this per- 
centage amounted to. 

To obviate this trouble we refndned from stating the percentage of the profits which 
we proposed to pay, saying simply that such percentage was fixed in advance, although 
not published. 

At the beginning of the first year, in order to give our people some idea of the prob- 
able resuit, we advised them that the percentage as fixed was suflicient to justify 
the expectation that the dividend on their wages would be at least 5 per cent, provided 
the profits of that year were as large as those of the year preceding. 

In order that the administration of the profit sharing should be absolutely fair, we 
hâve at the beginning of each year posted a set of rules which we hâve been able to 
keep down to one t>'pewritten page, and hâve administered each year strictly accord- 
ing to rule. 

On January 1, 19 — , we assembled oxur entire force and carefully explained the 
profit-sharing scheme to them, immediately after which the preliminary list and the 
rules for that year were posted. 

WTiile our people were evidently pleased that something good was coming to them, 
it looked rather a long way off and comparatively few seemed to really understand 
the scheme. 

A répétition of the address in January, 19—, still left the matter somewhat hazy in 
their minds, and the résulta for 19—, while visible, were not as great as had been hoped. 
The actual payment of the first dividend, about March 1, 19— , had a great effect and 
ever since the results hâve been much more satisfactory than before. 

We express the hope that our people will make wise use of the dividend, and if they 
wish to make a deposit, we allow them to go to the savings bank on our Ume. 
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However, as the money belongs to them, we do not présume to dlctate what they 
ehall do wlth it, except to vaaist that any man shall be eeverely diBciplined who uses 
his money in such a way as to interfère with his regular work. 

The following is the text of rules and régulations goveming the 
administration of the plan at the présent time: 

PROFIT-SHAÎRING RULES, 1914. 

TH08B INCLUDBD. 

Ail employées except those specially excluded. 

PRELIMINART LIST. 

Thls includes only those who hâve been continuously in cor employ since January 
1, 1913. (See list of names in each dcpartment.) 

PHOFrr 8HAREB8. 

This includes only those whose namos are on the preliminary list, who shall remain 
continuously in our employ until March 1, 1915, and whose services shall be satis- 
factory. Anyone now on the preliminary list who may be discharged, or who may 
Icave our employ before March 1, 1915, wiU loee ail share, even though he may be 
employed again later on, and his share wiU be divided among those remalning. 

TOUR SHARE. 

We propose to divide among the profit sharers a definite percentage of the profits 
of our business for the year 1914, and this percentage is the same as for the year 1913, 
except that it has been increased proportionally to the increase in pay roU due to 
including the employées of our ofiice this year for the first time. 

The actual amount of money to be divided wiU dépend entirely on the amount 
of our profits for 1914. Each profit sharer wiU share in proportion to the wages he 
receives during the year. Under no condition shaU we be expected to pay any profit 
sharer more than 20 per cent on his wages for the year. 

8ICKNE8S AND INJURT. 

Cases of absence due to sickness shall be decided at our discrétion, but no dividend 
shall be paid on wages not actually received. 

In case of injury, a profit sharer shall be considered as having received his regular 
weekly wages for such weeks as he receives compensation, but such wages shall not be 
assumed at more than $20 per week nor for more than 50 weeks. ^ 



DEATH BENEFIT. 



1 



In case of death during the year of anyone in good standing on the preliminary 
list, a death benefit will be paid and deducted from the fund. The amount of the 
death benefit shall be at our discrétion but shall not exceed the dividend rate for 
1913 on his estimated wages for the whole year of 1914. 

LAY OFP8.' 

Any employée who may be laid off shall be considered as no longer in our employ 
unless he retums to work within six weeks. 

1 Not in niles of previous yaars. Suggested by oommittee of factory employées. 
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LEAVE OF ABSENCE.' 

Leave of absence for more than six weeks shall be granted only to those who hâve 
been in our employ for two years, and only upon application approved by the prési- 
dent, vice président or treasurer. 

A8SIGN'MEXT OF WAC.ES. 

Receipt by us of notice of assignment of wages will cause the indi\4dual concemed 
to lose at least one-thîrd of his profita for the year. 

TIME OF DISTRIBUTIOiN. 

Tho prolit-sharing dividend will be paid March 1 , 1915, or at our earliest convenience 
thereafter. 

Tlie spécifie proportion of the net profits of the business to be 
(listributed among the employées under this plan is fixed one year 
in advance, and although this proportion is unknown to the rank 
and file of the profit sharers, it is commnnicated to the accounting 
staff of the estabhshment. Since the introduction of the plan the 
relative proportion of profits to be distributed was increased three 
times. Thèse increases were due wholly to the fact that gradually 
the plan was extended to include employées who did not benefit 
under it as originally constituted. In 1904 the foremen and super- 
intendents of the factory were brought under the plan; in 1910, the 
gênerai, clérical, and commercial forces of the home office of the 
Company; and, fijially, in 1913, the gênerai, clérical, and commercial* 
employées of the branch office of the firm. Increases in the propor- 
tion of net profits to be distributed were in accord anco with the 
relative proportional increases in the number participating and in the 
aggregate of the participating pay roU, due to the extension of the 
plan. 

A few points of this plan, it is thought, need somewhat further 
élaboration : The preliminary list referred to in the text of the plan 
is made up one year in advance, for instance, for 1914 it is made up 
on January 1, 1914. On it are listed ail employées who hâve been 
continuously in the service of the company for one year prior thereto. ' 
From this Ust an estimate is made of the probable total eamings 
of the prospective profit sharers for the coming year. This estimate 
is arrived at by multiplying eamings of the participating employées 
for one normal week by 52. The object of this estimated pay roU 
is to détermine in advance whether an adjustment in the propor- 
tion of profits to be distributed shoidd be made, it being the idea of the 
management that the individuel shares of profits of the older employ- 
ées ought not to be decreased on accoxmt of the extension of the 
plan to a larger number of the working force. By coniparing the 
preliminary or estimated pay roll with the profits of the past year 

> Not in ruies of previous years. Suggested by oommittee of factory cmployocs. 
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the management is able to détermine one year in advance what it 
should fix vOs the proportion of the profits to be distributed during 
the coming year. 

Fourteen months after the preliminary pay roll is made up the 
final list of participating employées is compiled. At the same time 
the actual eamings of the employées on the final list are computed. 
The aggregate of the eamings of the employées on this list is known 
as the actual pay roll and. serves as a basis for the distribution of the 
year's profits. 

The number of employées on the final list and the size of the actual 
pay roll, as compared with the preliminary list and the estimated 
pay roll, are considerably smcoUer, inasmuch as during the intervening 
year some of the employées leave or are dischai^ed. The différence 
bctwesn the estimated pay roll and the actual pay roll is thus due 
largely to (1) différences in the amoimt of production, (2) différences 
in rates of wages and in number employed during the two years. 

The per cent of wages to be paid as profits is then determined by 
dividing the amount of profits available for distribution by the actual 
or participating pay roll, the share of each individual then being 
computed by multiplymg the eamings (eamings for overtime work 
induded) by this percentage or dividend. 

Conditions of participation as well as of forfeiture of shares in 
profits by employées are carefuUy formulatcd and described, ail 
employées being informed of the exact nature of thèse conditions one 
year in advance. 

This plan seems to contain relativcly little of what might be termed 
arbitrariness; the rules goveming its administration are framed with 
the Bâsistance of a committee of employées selected by themselves 
annually. No changes are made in the plan without consultation 
with and approval by this committee. 

Employées under the plan may sccure leave of absence from the 
Company. Such leave of absence does not disqualify them from fur- 
ther participation, provided they register with the company before 
leaving. 

As stated above, one year in advance of the actual distribu- 
tion of profits a preliminary list of profit-sharing employées is 
made up. This list is revised one year afterwards to eliminate 
those of the employées on the preliminary roll who for some reason 
or other hâve forfeited their shares, by either leave or discharge. 
The table following shows the différences in the aggregate pay-roU 
amounts and in the number of participants on the preliminary and 
actual or participating rolls, as compared with the entire pay roU 
of the establishment and total employed on the distribution date. 
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Tmw 10.-NUHBER AND FER CENT OF EMPLOYEES ON THE FQEUIONABY BOLL 
AND ON THE PARTICIPATING ROLL AND AMODNT OF SUCH BOLLSCOU PABED WITH 
TOTAL PXY BOLL, BY YEABS, igOl TO ISU. 
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For tho period covered by the figures sbown in the preceding 
table, representing the entire life of thc plan, tbe averoge proportions 
of the total employed and of the total pnj roll that appeared on the 
preliminary profit-sharing roll were 46,9 per cent and 57.7 percent, 
respectively. By posfponing the actual participation date one jear, 
tho above-given proportions were reduced, on the average, about 
one-fifth, to 37.2 per cent and 46.5 per cent, respectively, The table 
shows that at no time during the existence of the plan did the pro- 
portion of the total employed that participated in the distributed 
profits exceed 52,3 per cent. The average proportion that partici- 
pated during the entire period was sUghtly shove one-third of ail 
employed, namely, 37.2 per cent, 

Since the introduction of the plan in 1901, the following profit- 
sharing dividends on tho eamings of the participants were paid: 
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The highest dividend paid under the plan since itâ inception in 
1901 was 18.5 per cent, in 1906; the lowest, 7.4 per cent, in 1904. 
The average dividend during the entire period was about 12 per 
cent. 

The profit-sharing plan of this company was copied and, with a 
very few modifications, put into opération in 1915 in the establish- 
ment of the Co., with the following results of the first year's 

opération of the plan: 

(1) Proportion participating — per cent of total employed, 54.5; 
(2) pay roU of participating employées — per cent of total pay roU, 
72.5; (3) amount distribnted — per cent of total pay roll, 3.6; (4) 
amount distributed — ^per cent of pay roll of participating employées, 5. 

PLAN NO. 2. 

The distinguishing features of the plan designated as No. 2 are: 
(1 ) The participation of représentatives of the employées in the admin- 
istration of the plan, as shown in provisions 5 and 6 of the text given 
below, and (2) the privilège granted to employées to verify the profit 
accoimts of the company through the naming by them of an accoimt- 
ant, the expense of the hiring^of which is to be borne jointly by the 
management and the employées, as shown in provision 4 of the plan. 

The plan was put into opération in 1914. As a resuit of its work- 
ings during the following year a profit-sharing dividend of 1 per cent 
of the earnings of, the participants, 84.9 per cent of ail employed, 
was declared. 

The text of this plan is herewith reproduced fuUy: 

We, the stockholders of the Co., hereby offer and propose: 

1. Thot after paying ail salaries and wages as heretofore and paying ail stockholders 

7 per cent annually on book value of the stock of the Co., and after créât ing 

a sinking fund equal to 5 per cent of our outstanding preferred stock annually (as per 
our constitution and by-laws), and after taking off a reasonable amount for wear and 
tear on buildings and machinery, said amount not to be in excess of 5 per cent of the 

book value of same, we will thon take the profits of the said Co. and its branches 

and divide between the stockholders and the employées of said company according 
to the ratio that the total pay roll bears to the total capital invested. So that an indi- 
vidual employée eaming $1,000 a year would share equally with the stpckholder 
whose stock has a book value of $1,000. 

2. Thèse profits are to be paid to the employées of said corporation annually, only 
thoee employées participating who shall hâve put in at least nine months of service 
during the 12 months just préviens to the end of the fiscal year. 

3. The share of the profits that would accrue to the transient labor shall be used 
for shop betterment, ana if found necessary both the employées and the stockholders 
will be expected to contribute their share for additional shop betterment from time 
to time. But no more than 10 per cent of said profits shall be employed in additional 
shop betterment in any one year. 

4. It is understood that the employées are to hâve the sole naming and employing 
of a chartered accountant to ascertain the actual profits from year to year. The ex- 
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pense of said accountant to be paid (from profits) before a division îs madc. In case 
that for any reason there are no profits to divide, the report of the above-mentioned 
accountant shall be to the effect that there will be no profits this year for division. 

5. The employées of said Co. shall olect a committee of three from each 

of the following departments to act as a gênerai committee representing the em- 
ployées: 

(a) From the mattress-making department and feather room; (5) from tbe tick- 
making department: (c) from the ofiSce and shipping department; (cO from the iroQ- 
bed department and machine shop; («) from the first floor woodworking, couch-mak- 
ing, and spring-bed department other than the Way Sagless; (/) from the Way SaglooB 
department; (g) from the brass-bed department; (h) from the traveling men and 
branch managers. 

6. No foreman is eligible to a place on this committee, but the foremen will be 
invitcd in by the management at ail conférences. Committecs for safety and shop 
bctterment will be solectcd from time to time to cooperate with the gênerai committee. 

PLAN NO. 3. 

Plan No. 3 contaîns a poculiar provision for the détermination of th© 
individual sharcs in the divisible profits, the method of determining 
snch share.s bcing rather arbitrary, at the discrétion of the employer, 
there appearing no mies formulated in advance as to how the indi- 
vidual shares will be computed. 

Under this plan, the employées selected to participate are given 
profit-sharing certificates stipnlating the total nnmber of shares out 
of the distributable net profits (the divisible fund consisting of 3|000 
shares) to which they are entitled. In April of each year a gênerai 
account of the profits of the business is made and ôut of the net eam- 
ings, after deducting the usual dépréciation, dividend, and int^rest 
charges, at least ono-fourth is set aside for distribution among profit- 
sharing employées in such proportions as their respective holdings 
bear to the total number of shares issued. Those holding certificates 
less than a year receive a share in the profits proportionate to the 
length of time they hâve held their certificates. 

Certificates must be surrendered and ail benefits cease upon the 
death of the employée or upon his leaving the service of the Com- 
pany, whether he Icaves voluntarily or is discharged, even without 
justifiable cause, or upon the withdrawal of the certificate from him 
by the company without the holder ceasing to be an employée. A 
share of the profits proportionate to the part of the year during which 
the certificate has been held is given, however, in the event of the 
death of a shareholder, to his personal représentative; or to the 
employée upon terminating the employment by discharge not for 
justifiable cause, or upon w^ithdrawal of a certificate by the company. 

The results of the opération of the plan in 1914 were as follows: 
Per cent of total employed participa ting, 66.8; profit-sharing divi- 
dend on the regular eamings of the employées, 14 per cent; cost of 
the plan to the employer in terms of the entire pay roU of the estab- 
ILshment, 11.7 per cent. 
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The f oUowing is the original text of this plan in f ull : 

Firgt. The company agrées, diulng the continuance of this agreement, to set apart 
for division among its employées an amount equal to not less than one-quarter of the 
net profits of said business; such profits to be determined as hereinafter provided. 
The amount aasigned for distribution is hereinafter called the distributable profits. 

Second. The rights to the distributable profits as determined by the company shall 
be divided into three thousand (3,000) or more diares to be issued from time to time, 
each àïBxe entitling the person who at the close of the profit year is the owner thereof 
to that proportion of the distributable profits which one bears to the total number of 
diares issued; and in case such share has at the close of the profit year been held less 
than a year, to that proportion of one diare of such distributable profits which the part 
of the year subséquent to the date of the issue of the certificate to him bears to a full 
year. 

Third. The distribution of the profit shares diall be made by the company to the 
employées in such proportions as the company deems ad visable . The number of profit 
shares to be issued may be increased from time to time as the company may deem 
advisable. The company may at any time in its discrétion withdraw profit shares 
from any holder thereof, even though he remains an employée. 

Fourth. Every employée entitled to profit shares shall receive a certificate specify- 
ing the number of shares to which he is entitled. 

Fifth. Every owner of one or more shares provided for in article second diall hâve 
by virtue thereof the foUowing rights and none others, and be subject to the following 
obligations: 

1. The owner of each share on the first day of the profit year (which diall begin some 
day in April) shall upon the distribution of profits hereunder for the profit year ending 
the day preceding, receive that proportion of the distributable profits as specified 
which one beara to the total number of profit shares issued ; or, if he has then held the 
share for less than one year, that fractional part of such distributable profits incident to 
one share which is pioportionate to the part of the year subséquent to the date of issue 

2. Every shareholder shall be bound to accept the détermination of the distribu- 
table profits made by the company as final and conclusive, and diall hâve no right to 
an accounting or to recovery of any profits except such as the company diall détermine 
to be the profits distributable to him. 

3. The ownerdiip of each share shall cesse upon the death of the owner or upon his 
otherwise actually ceasing for any cause to >>e in the employ of the company, whether 
such owner has voluntarily left the employ or has l)een discharged, even without justi- 
fiable cause; or upon the withdrawal of the share from him by the company without 
the holder ceasing to be an employée: But upon the death of a shareholder his Per- 
sonal représentative, and upon termination of employment by discharge not for justi- 
fiable cause, or upon such withdrawal of the share by the company, the employée 
shall be entitled at the next distribution of profits to receive for each share represented 
by such certificate the part of the distributable profits incident to^ one share as deter- 
mined for the profit year current at the termination of his ownership proportionate to 
the part of such year during which such employée held such share . Upon termination 
of employment otherwise than by death or discharge not for justifiable cause, the em- 
ployée shall not be entitled to any part of the profits for the then current profit year, 
but may be given such part,, if any, as the company thinks fit. 

4. Each owner of a share and the personal représentative of each deceased share- 
holder shall upon the termination of his ownership at once surrender his certificate 
to the company. 

5. No ahare diall be transférable by the owner. 

6. The right of a shareholder to receive profits shall not 1)e assignable, and no pay- 
ment shall be made in accordance with any assignment or order by way of anticipation; 

56831''— BuU. 208—17 3 
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nor ahall any profite be payable for any year unlesB the profit-aharing certificate ia pre- 
sented to the company with request for such payment, not later than three months after 
the profits are payable, unless otherwise directed by the company. 

Sixth. AU shares iasued to employées shall upon the termination of ownership bb 
above provided revert to the company and shall thereafter be treated as uniasued 
ahares, subject to reissue by the company from time to time. 

Seventh. For the purpose of this agreement a gênerai account of the profits of 
the businesB shall be made up each year as of some day in April. The profits of the 
company, of which at least one-quarter is to be set apart for the employées, shall 
be taken to be the net eamings of the company ascertained in the customary manner, 
and after deducting also the customary dépréciation charge, the di%idend paid on the 
preferred stock, and the interest on outstanding scrip. 

Eighth. The company reserves among other things the full right to make such modi- 
fication in the salaries of employées as it sees fit, not inconsistent with the by-laws, 
and to increase or diminish the number of employées. 

Ninth. AU property and assets employed or to be employed in the business shall 
remain the sole and exclusive property of the company, and it shall hâve fuU authority 
and entire control in aU matters relating to the business. 

Tenth. The company shaU hâve the right to make from time to time such modifi- 
cation in the terms of this plan and agreement as it shall deem fit, and may at any time 
terminate the agreement and aU right to share in the profits. If notice to terminate 
ÎB given in any year before July 1, it shall operate as of the commencement of the profit 
year. If such notice is given after July 1 it shall take effect at the close of the then 
çurrent year. 

Eleventh. The rights herein reserved to said company shall inure to and be exer- 
cisable by its successors and aasigns. 

PLAN NO. 4. 

Plan No. 4 has been in opération several years and ia interesting 
chiefly becanse of the method used in apportioning the divisible 
fund to the varions groups of the participating employées. Under 
this plan 52 per cent of the net profits of the business over and 
above what is assumed to be a moderate return on the investment 
becomes available for distribution. Over foiw-fifths of this fund, 
however, gocs to the executive employées — 13 in number and about 
6 per cent of ail employed — the remaining one-fif th being distributed 
among the rank and file of the working organization. The resuit 
of this method of distribution has been that while profit-sharing 
dividends on regular eamings averaged about 100 per cent for the 
executive group, thèse dividends averaged only about 5 per cent for the 
rank and file of the employées. 

Originally the plan applied only to head workmen and a few of the 
highor executives. In 1892 the plan was extended to cover the 
clérical employées of the company, and shortly after the productive 
force was brought imder it. 

At the présent tinae the company, after paying ail the legitimate 
expenses of the imdertaking, including 6 per cent on the capital 
invested, distributes the remaining net profits as foUows: 

1. Of the remaining net profits 42§ per cent is paid to a group of 
^^ecutive employées numbering 13, the spécifie proportion assigned 
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to each member of this group depending entirely upon the relative 
importance of his or her position. Of the 13 employées mentioned, . 
seven receive 5 per cent oach; one, 2 per cent; two, If per cent each; 
and three, two-thirds of 1 per cent each of the divisible profits. 

2. Ten per cent is divided among the entire working oi^anization, 
exclusive of the employées above described, the baais of the distribu- 
tion being the aonual eamiugs of each one of them. 

3. The remaining 47} per cent is paid in extra dÎTidenda to the 
stockholders of the company, 

The employées reforred to in the firet group are chiefly heads and 
assistant heads of departmenta and technical mea who are selected 
for participation because of the importance and rosponsibihty of the 
positions they hold, and because it is thought tbat upon their indi- 
TÎdual efforts, more than any other f actor, dépend the profits of the 
concem. 

Ail salaried employées become eligibte to share in the profite one 
year after entering the employ of the firm. Ail other employées 
must be in the service of the company at least two years before 
becoming eligible for participation. 

Thfl table given below shows the ^^jegate salarie^ and shares of 
profit of the executive employées and of employées other than 
executive, by years, sinre 1905. 
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The averse profit-sharing dividend for the executive employées 
for the laat 11 years of the opération of the plan was 104.9 per cent 
of the average amount paid as salaries; i. e., they received more in 
profits than in salaries, the dividends of individual years varying 
considerably, from 18,3 per cent of the salaries in 1907, to 176.7 por 
cent in 1915. 
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The avcrftgc profit-sharing dividend of employées other than 
executive for the years 1905 to 1915 was 5.1 per cent of tJie wages 
received, the dividends of spécifie years varying from 1 per cent of 
the wages in 1907 to 8.7 per cent in 1915. 

The relative numerical strength of the two groups of participants 
is shown in the foUowing table, by years: 

Tablk 18,— XUMBER and PEB CENT OF E!n>LÔYEES PARTlClPATmO IN PROFTT 
SHAItlNO, AND NUUBER AND PER CENT OF PARTICIPANTS BELONfllNa TO EACB 
SPECIFIED CLASS, BY YEARS, !«» TO 191S. 
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Since 1905 the ratio of participatiug executives to participants in 
ail other occupations was, on the avorage, 6,6 to 93,4, the annoat 
variations presenting no violent fiuctuations frotn the stated mesn. 
During this period an avera^ of 67.6 per cent of ail employées par- 
ticipated in the profit sharing, 

The following table shows how the divisible fund has been appor- 
tioned among the two groupa of participants since 1905, by ycare: 
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The annual divisible profits for a period of 11 years were appor- 
tioned among the two principal groups of participants — executives 
and *'all others" — on the average in tîie ratio of 77.4 to 22.6. 

The resnlts of the working of the plan as a whole for a period of 11 
years may briefly be summarized as foUows: The executive group of 
employées — on tiie average 6.6 per cent of ail participating, received 
over three-fourths of the entire divisible fund, while ail other profit 
sharers, numbering over 90 per cent of the total force, received, on 
an average, slightly less than one-fourth of the fund, the so-called 
profit-sharing dividends on annual eamings of the respective groups 
having been 104.9 per cent and 5.1 per cent, respectively. 

PLAN NO. S. 

Under plan No. 5 ail the net profits of the business over and above 
a 6 per cent retum on the capital invested is distributed between the 
participating employées and the firm on the basis of the eamings of 
the employées and the interest on the capital invested. The object of 
the plan, however, is not to augment the current eamings of the em- 
ployées, but rather to create for the participating employées an 
annuity to become available at the time when their productive powers 
begin to décline. 

This Company was organized in 1873, but the subject of profit 
sharing, although under discussion for some years, was not formally 
brought to the attention of the stockholders until their annual meet- 
ing of January 31, 18 — , when the matter was discussed and a spécial 
committee of three appointed to draw up such a plan for considération 
at the next meeting of the stockholders, to be held one week later, 
February 7, 18 — . The appointed committee on profit sharing then 
submitted a plan which was, after considérable discussion, adopted by 
a vote of 653 to 321 . At this meeting it was also unanimously decided 
to pay each man who had been in the company's employ during the 
previous year, in cash, 10 per cent of his annual eamings for the year. 

On February 24, 18 — , there was held a spécial meeting of the stock- 
holders at which it was voted to increase the capital stock of the Com- 
pany to $300,000, $200,000 of which was to be known as preferred 
and fully paid up, and $100,000 as common stock to be issued on a 
profit-sharing plan to capital and labor. At the beginning of each year 
an inventory was to be taken showing ail assets and liabUities, and the 
net amount by which the assets exceeded the liabiUties was to be con- 
sidered the net gain or profit of the business for the preceding year. 
Ten per cent of this net profit was to be set aside as a sinking fund, 
and the remainder to be divided, the individual shares of the employées 
to be paid 15 per cent in cash and 85 per cent, in the common stock of 
the Company, only those of the employées to participate in the profits 
who were in the company's employ for at least two years. This plan 
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was unanimously adopted and constitutes the first real profit-eharing 
plan adopted by the company, the mentioned distribution of 10 per 
cent on the eamings of the preoeding year having had no diroct 
relation to the profits of the business. 

No changes of any significance were made in this plan until 1904 
when the relative proportions of each share of an employee's profits 
to be paid in cash and stock were changed from 15 and 85 to 10 and^ 
90, respectiVely. 

In 1910 the plan was again revised, the new amendments prohibit- 
ing employées from disposing of their profit-sharing stock to outsiders 
before offering it to the company on conditions stipulated in 
paragraphs 26 to 40 of the plan reproduced below. 

The provision of the so-called purchase contract prohibitiïig the 
sale of profit-sharing stock to outsiders was due chlefiy to the f act that 
some of the employées were in the habit of selling their stock far 
below its real value, a fact resulting, it was said, in (1) outsiders get- 
ting hold of stock of the company in which they had only a spéculative 
interest — a very undesirable fact from the point of view of the man- 
agement, and (2) great benefits to thèse outsiders because the stock, 
intrinsically, was worth more than the amount sold for by the em- 
ployées. Outsiders thus 'Vere getting profits that they did not 
help to make." By prohibiting such sales the company prevented 
stock of the company from falling into hands of '' absentée owners" 
and appropriated for the benefit of the organization profita that 
would otherwise hâve gone to outsiders. 

The following is a brief simimary of the principal features of this 
plan: 

** Partial" wages are paid to factory employées weekly and to the 
office staflF monthly; the "retnaining" wages are paid to **honorary" 
employées in the manner outlined below. ' ' Honoraiy ' ' employées are 
those who hâve been continuously in the employ of the company for 
4,500 hours (2 years), and who hâve contractually agreed to deposit 
with the company ail stock they may receive as "remaining" wages. 
'* Partial" wages are hère understood to be the customary wages paid 
to the same khid of labor in similar establishments; the *'remaining" 
wages, which seem to be regarded by the firm as being in the nature 
of deferred wages, are to be considered the share in profits. 

To détermine the profits and the "remaining" wages of the year, 
an inventoiy is taken on January first of each year, of ail assets, 
excluding accrued interest, and ail Uabihties, including stock-purchas- 
ing fund ^ and sinking fund, and the face value of stock outstanding. 

In case of a loss it is to be drawn from the sinking fund. Profits are 
to be distributed in the following manner: 



1 The moDey aet aside Ibr the stock-purdiashig hmd i» only temporarily withheld from being paid in 
ing wages and extra preferred diridends. Whatever Is taken trom the poreiiiislng fund to buy 
WtrWuted st the end ot the year in remainhig wages and extra preferred dividends. 
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(1 ) A dividend of 5 per cent, payable in advance out of the sinking 
fund, is received by the preferred stockholders; thus the first chargé 
is used to recoup the sums taken out of the sinking fund for dividends 
on preferred stock. 

(2) Five per cent dividend is then to be paid on the common stock. 

(3) Five dollars are paid into the stock-purchasing fund for every 
share of stock on deposit with the company. 

(4) Ten per cent of the amount then remaining is paid into the 
sinking fund. 

(5) The other 90 per cent is paid to the preferred stockholders as 
an extra dividend and to the ''honorarj-'' employées as remaining 
wages, the amounts paid to each individual being in proportion to 
his dividends or his "partial'' wages, as the case may be. Nine- 
tenths of such extra dividends or "remaining" wages is paid in com- 
mon stock, the remaining one-tenth in cash, on December 1 following. 

If, in any year, the amount of the extra preferred dividends and 
"remaining" wages is greater than the regular 5 per cent preferred 
dividend and the "partial" wages, such surplus goes to the stock- 
purchasing fimd. 

An employée ceases to be an "honorary" employée and thereby 
relinquishes his claims upon "remaining" wages if he sells his stock 
or draws it out of deposit, leaves the employ of the company, or is 
djscharged, or is absent for a week or more without leave. He aiso 
forfeits the cash part of his bonus if he leaves the service of the com- 
pany or is discharged bef ore October 1 . If an employée is engaged by 
a competitor or works for himself or for others for five years, his stock 
may be purchased by the company without lus consent. 

After 25 years of service employées may retire; such employées 
may retain their shares as long as they are on the retired list and 
continue to receive the sum of S5 per share annually, in addition to 
dividends, toward the piu'chase of the same. Payments are made out 
of the stock-purchasing fund and must not exceed 15 in number. 

Only active employées may deposit their stock witli the company 
under the purchase contract. Employées permanently injured or 
contracting a fatal illness may not deposit their stock after such 
injury or after the beginning of such illness. 

The profit-sharing plan as outlined above apphes only to em- 
ployées working in the main factory at , and does not 

include salesmen or employées away from the main plant. A similar 
but less libéral form of profit sharing is practiced at the branch 
bouses of the firm. 

Herewith is reproduced in fuU the text of this plan : 

(1) Re9olved, That the preferred Btock be paid a 5 per cent annual dividend quar- 
terly in advance on the Lst day of January, Aprli, July, and October, the aame to be 
taken from the sinking fund. 
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(2) That the employées of the factory proper be paid partial wages weekly and 
office employées partial wages at the end of each month, which shall be full com- 
pensation for their services until they are entitled to remain ing wages (see pare. 9, 
20, 21, and 22); the remaining wages of the honorary employées to be fixed at the 
end of each year after the results of the year are known. 

(3) To détermine the remaining wages an inventory shall be taken January 1 cl 
each year of ail assets, excluding accrued interest, and ail liabilities, including stock- 
purchasing fund (see pars. 7, 10, 11, 12, 32, and 34) and sinking fund (see par. 8) and 
the face value of stock outstanding without deducting the indorsements on stock on 
deposit. 

(4) In case the liabilities exceed the assets, the loss shall be drawn from the sinking 
fund ; but if the assets are greater than the liabilities the excess shall be used as foUows: 

(5) 1. To replace the amounts taken from the sinking fund during the year for 
preferred stock dividends. (See par. 1.), 

(6) 2. To pay a 5 per cent annual dividend on common stock; the same to be paid 
quarterly on the Ist day of March, June, September, and December. 

(7) 3. To pay into a stock-purchasing fund $5 for every share of stock on deposit 
with the Company January 1, subject to the purchasing contract. (See par. 26.) 

(8) 4. Ten per cent of the amount yet remaining shall be added to the sinking 
fund. Nothing shall be drawn from the sinking fund except to pay preferred stock 
dividends and losses in a year's business. 

(9) 5. The other 90 per cent shall be paid to the preferred stockholders as an extia 
dividend, and to the honorary employées of the company December 31 (see pam. 
20, 21 , and 22) as remaining wages; the amounts going to the several individuals to be 
proportional to their 5 per cent dividend on their preferred stock and their wages aa 
honcMury employées at their partial hourly wage rates . Nine-tenths of the total amount 
paid as extra preferred dividend and remaining wages shall be paid in common stock, 
figured at par as soon as possible after the inventory is completed and the other (me- 
tenth shall be paid in cash on December 1. (See par. 24.) 

(10) In no year shall the amount paid in extra preferred dividends and in remaining 
wages exceed the partial hourly wages and the regular 5 per cent preferred dividends. 
If the amount to be paid should be greater, the excess shall be added to the stock- 
purchasing fund. 

(11) The stock-purchasing fund shall be increased by the amount each purchase ùi 
stock by the company is less than par. 

(12) The stock-purchasing fund in excess of five times the last annual indorsement 
on retired employées' stock (see par. 32) may be used to purchase stock on déposât. 
(See par. 34.) 

(13) The stock-purchasing fund shall not be used for other purposes than deecribed 
in paragraphs 12, 32, and 34. 

(14) No stock certificates shall be issued for less than $100. The fractional amounts 
due in stock, which can not be issued in full shares, shall be known as stubs and com- 
bined into whole shares and sold at the annual meeting to the employées, ownen of 
preferred stock, and the company. 

(15) The number of shares so sold shall be the sum of the stubs divided by 100, less^ 
the décimal. 

(16) Each bid shall be in writing and give the name of the bidder, the number of 
shares he will purchase, and the price he will pay per share. 

(17) The highest bidder shall be awarded the number of shares he has bid for; the 
next highest bidder his, and so on, until ail the shares are dispoeed of . Should there 
not be sufficient bids to take ail the stock, then more bids shall be asked for and the 
directors may instnict the secretary then to put in a bid for the company. The bidding 
shall continue until ail the shares are sold. 
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(18) The prqceeds of the sale ahall belong to the company and they shall pay the 
Btub ownere such a per cent of the face of their stub as the total amount received for 
the stub shares bears to the total face value of the stub shares sold. 

(19) On March 1 the stub shares shall be issued and payment for them received by 
the company and amounts due the owners on atubs paid. 

(20) Any person who bas been continuously in the employ of the company at the 
^tory for 4,500 hours and bas contracted to place on depoait with the company sub- 
ject to the purchase contract (see par. 26) ail stock he may reçoive as remaining 
wages shall thereupon become an honorary employée. 

(21) Any person shall be deemed to bave quit the employ of the company who bas 
absented himself from bis work for one week or more, without first obtaining leave of 
absence from the superintendent. 

- (22) Any person who shall sell any of bis stock or draw it out of deposit (see par. 35), 
who quits the employ of the company or who bas been dischaiged ceasee to be an 
honorary employée and is not entitled to remaining wages for that year unless rein- 
stated by a vote of the directors. 

(23) The fixing of ail partial wages and salaries, and the hiring and dischaiging of 
employées shall be done by the gênerai manager, superintendent, or such other officer 
as the company may designate. 

(24) Any person who shall quit the services of the company or be dischaiged prier 
to October 1 in any year shall forfeit the cash due him on December 1 for remaining 
wages. (See par. 9.) This does not apply to persons going onto the retired list. 

(25) Any employée whether at the factory in or elsewhere may deposit 

hifl stock with the company and reçoive the benefits resulting from so doing by signing 
the following contract: 

PURCHASE CONTRACT. 

(26) Contract between the Co. of , hereafter designated as the com- 
pany and of , hereafter designated as the owner. 

(27) This certifies that the owner bas deposited with the company -; — shares of 
the Go. 's common stock herewith attached under the following conditions: 

(28) The owner agrées that when he sells this stock, he will sell to the company at 
the market price less ail indorsements * made on it. 

(29) The market price shall be determined by the directors by adding together the 
amounts received for the last 100 shares of the stock sold for cash, the price of which is 
definitely known, and dividing by 100. 

(30) The owner agrées that the company may, by vote of the directors, purchase 
thifl stock without bis consent at the market price when he enters the employ of a 
competitor or bas engaged actively in work for himself or for others for five years. 
(See par. 39.) 

(31) If the owner works for the company until he retires and does not again actively 
engage in work for himself or for others, then the company may not piurchase the 
stock without the owner's consent so long as he llves. 

(32) In considération of placing this stock on deposit under contract to sell, the 
company agrées to pay March 1 of each year from the stock-purchasing fund (see pars. 
7, 10, 11, 12) to the owner, after he is retired and so long as the owner's name con- 
tinues on the retired list, 15 per share toward the purchase of the same, but the com- 
pany will not make more than fifteen payments or a total of $75 per share. 

(33) In case the stock-purchasing fund is not sufficient to indorse $5 on every share 
entitled to the indorsements, the directors shall décide what shares shall be skipped. 

(34) The company agrées to purchase this stock whenever the owner requests it at 
the market price, less the indorsements if the market price is not above par, and if 
they hâve money in the stock-purchasing fund to purchase with. 

1 By "Indanwnant," as stated in par. 28 of the plan, is meant the 15 per share mentioned in par. 32. 
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(35) In case the owner makes a written request to the treasurer for the company to 
pUTchafie thÎB stock and the company does not purchase in thirty days, then the owner 
may take the stock out of déposât by paying back to the company the indaraemenlB 
and $5 per share. 

(36) If the market price at the time this stock is sold is less than the indonements, 
it shall not be nccessary for the owner to refund anything to the company. 

(37) The fact that indorsements hâve been made on the stock, even the full amoant 
of $75, shall notprevent the owner from drawing his full common-stock dividends nor 
voting his shares. 

(38) When the owner has worked for the company 25 years, he may retire and his 
name shall be placed on the retired list and can not be removed so long as he does not 
again engage actively in work. 

(39) This matter of again engaging actively in work is to be decided by the directon 
on the merits of the case. In gênerai, a man who eams annually less than one-half 
the living expensee of himself and those dépendent on him shall not be conâdered 
engaging actively in work. 

(40) Persons who hâve been in the empioy of the company 20 years, persons 60 
years old, and persons who hâve been injured at the company 's work to such an 
extent that they can no longer eam a living may be retired and their name placed on 
the retired list by the directors. 

EXPLAN ATION. 

As an example of what the new resolution will do for employées, suppose a man begins 
to work when he is 28 and gets his first stock when he is 30 years old. If for 25 years he 
receives an average of three shares of stock a year he will when he is 55 hâve $7,500 
of stock. If he then retires his income from the dividends on the stock will be $375 a 
year and from the $5 a share indorsements it will also be $375 a year or a total of $750 a 
year. This will continue for 15 years or until he is 70 years old, when the indorsements 
will cease but the $375 dividends will continue as long as he lives. 

The money set aside for the stock-purchasing fund is only temporarily withheld 
from being paid in remaining wages and extra preferred dividends. Whatever is 
taken from the purchasing fund to buy stock is divided up at the end of the year in 
remaining wages and extra preferred dividends. 

The interest on the $5 indorsements, from the time they are made until the stock 
on which they are made is bought is a drain on the annual division, but it is proba- 
ble the profit in purchasing stock below par will offset this several timee. 

It is not expected that the purchase fund will be more than suffîcient to pay the 
indorsements on retired employées' stock and to purchase stock thrown on the market 
through death and broken health. Stock thrown on the market by able-bodied men 
quitting, panicky times, and bad years in our business, will bave to be purchased 
with the company 's other resources, withdrawn from deposit and sold outaidè, or 
remain unsold . When there is stock waiting to be purchased and the purchase fimd 
is not suffîcient to purchase ail of it, then naturally the stock with the moet indOTBe* 
ment» would be purchased first. 

AfteF bad years in our business and in panicky times probably much stock will 
be on the market. Then outside buyers will be scarce and offer less than the prices 
determined according to paragraph 29. This price will therefore then be higher than 
the true market. 

The company does not bind itself to buy stock except when there is money in the 
purchasing fimd with which to buy. (See par. 33.) 

If there is nothing in the purchasing fund to purchase with, then the company 
may, if they see fit, use such other funds as they may hâve to purchase stock on or 
deposit and ofîer any price they may see fit. 

I the company were to buy ail of its stock at par it would hâve to sell ail its notes, 
'^gagee, bonds, merch&Ddise, buildings, and land and go out of business. 
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£ach share bought reduces the aiase of the company $100. They must make improve- 
ments and they should uâe so much of their annual gain for improvementa and expan- 
sion as seems wise, and only what is left to buy stock. At présent the purchasing 
fund provided for by the by-laws seems to be ail that should be set aside annually 
for that purpoee. It can be increased or diminished as future expérience seems to 
indicate. 

It should also be observed that only that part of the purchase fund in excess of 
five times the last annual indorsement on stock on deposit can be used to purchase 
stock. 

Should it happen for a séries of years that the company did not make even enough 
to pay its common-stock dividends, yet the purchase fund would be sufficient to pay 
the indorsements on retired employées' stock for about five years and maybe much 
longer as the company might, during thls tinie, accept some désirable bargains in stock 
and pay for them with funds other than the stock-purchaaing fund and whatever the 
purchase was below par would be added to the purchase fimd and make more indorse- 
ments possible on retired employées' stock. 

Only active employées may depodt their stock ¥7ith the company under the pur- 
chase contract. Employées permanently injured or contracting a fatal illness may 
not depodt their stock after such injury or after the beginning of such illness. 

The following table shows the profit-sharmg dividends on eamings 
paid to participating employées since 1899, by years: 

Table 15.— PEB CENT OF EARNING8 PAID AS DIVIDENDS IN PROFIT-SHARINO PLAN, 

BY YEARS, 1899 TO 1914. 
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The lowest dividend paid, 28.5 per cent, was paid in 1904, while 
the highest, 120 per cent, was paid in 1906. Fourteen times ont 
of sixteen the percentage dividend on wages exceeded 60 per cent 
of the regular eamings of the participants. 

The table following shows the proportion of the total employées 
participating in the profits each year since 1899: 

Tablk 1«.— NUMBER and PER CENT OF EMPLOYEES PARTICIPATING IN PROFITS, BY 

YEARS, 1809 TO 1914. 



Year. 


Total em- 
ployées. 


Employées partici- 
pating in profits. 


Year. 


Total em- 
ployées. 


Employées partici- 
pating in profits. 


Number. 


Percent. 


Number. 


Percent. 


1999 


55 
55 
65 
100 
79 
90 
96 

lao 


34 
45 
55 
53 
51 
64 
64 
64 


61.8 
81.8 
84.6 
53.0 
64.6 
71.1 
66.7 
53.3 


1907 


142 
138 
153 
161 
154 
149 
154 
lAl 


72 
97 
98 
106 
124 
116 
117 
113 


50.7 


itfbo 


1906 


7a 3 


1801 


1909 


64.1 


1908 


1910 


65.8 


1903 


1911 


80.5 


1904 


1912 


77.9 


1905 


1913 


76.0 


1906 


1914 


70.2 
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The percentage of the total employed that participated în the 
dlstributed profits during the period of 1899 to 1914 varied from 
50.7 (the lowest) in 1907 to 84.6 (the highest) in 1901. In the dis- 
tribution of 1914, 113, or 70.2 per cent of the total employed, parti- 
cipated. Over 80 per cent of the participating employées diiring 
that year were engaged in mechanical and manual occupations. 

On Decomber 31, 1914, as a rosult of the working of the plan, 

employées of the company hold 67.8 per cent of the entire common 

stock, being in the possession of 54.1 per cent of the entire capitaliza- 

tion of tho concern. 

plan.no. s. 

Under tho plan presented below it is the usual practice of the man- 
agement to invest the accumulated shares of profits of the individual 
participants in the common or preferred stock of the company at 
the prevailing market quotations. 

Tho bonus, or *'premium" as it is called, credited to employées is 
a percentage of their total salaries or wages for the past year equal to 
the rate of int-erest paid on capital for the same year. 

Whenever the acoiunulated '^premiums^' are sufficient to buy one 
or more preferred shares of the capital stock of the employing com- 
pany at the then market priée, the président of the company may 
either (1) pay to the employée in cash the amount of such premium 
or premimns, or (2) inay purchase one or more such preferred shares 
for the employée; the la t ter fonn of ** premium^' payment is invari- 
ably adopted. Any balance remaining to the crédit of the employée 
af ter such shares hâve been purchased bears 4 per cent interest. 

Only thoso employées who bave been in the employ of the com- 
pany for one year bef ore the beginning of any fiscal year take part in 
the apportionment which is made; thus an employée must be two 
years with the company before he reçoives any part of the profit- 
sharing fund. 

The directors, with the advice of foremen and *'others in a position 
to judge,'' détermine which of the employées are entitled to.reoeiye 
premiums, which should include those who hâve shown ''the gieatest 
regularity, intelligence, and energy in the company's business"; 
likewise the board of directors reserves the right to fix at their dis- 
crétion the number of profit sharers. 

The company believes that thèse restrictions are very necessaiy 
to the success of the scheme, as they prevent ''the employées from 
aocepting the apportionment merely as an increase of their salary; 
instead of a reward for actual merit applicable only to the best 
employées. '^ 

Employées discharged or voluntarily leaving the service of the com- 
pany before the end of the fiscal year f orfeit their rights to premiums 
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for the current year, but receive any balance due them for premiums 
of the previous year. 

Shares bought for employées are their absolute property, and they 
may sell them at any time. An employée intending to sell his shares, 
however, is obliged to notify the company in writing on a blank 
especially designated for that purpose, and if the sale does not meet 
with the approval of the directors, the employée selling the stock may 
be dropped from the list of profit sharers for at least one year. 

Additional cash payments toward the purchase of the stock may 
be made by the employée, such payments drawing 4 per cent interest. 

In 1911 the company invited the nomination, on the part of the 
profit-sharing employées, of a représentative of their own sélection 
to serve on its board of directors. 

Sinoe the date of the origin of the plan, dividends on annual eam- 
ings ranging from 7 per cent (the lowest) to 9 per cent (the 
hightet) hâve been paid. No figures showing extent of participation 
from the inception of the plan to 1910 are available. The f ollowing are 
the percentages of total employed that hâve participated in the divis- 
ible profits since 1910: In 1911, 64.5 per cent; in 1912, 49.8 per cent; 
in 1913, 56 per cent; and in 1914, 62.6 per cent. As a resuit of the 
workings of this plan for a period of eight years, 1907 to 1914, 3,147 
shares of common stock of the company, valued at over $280,000, 
hâve been acquired by the employées. 

PLAN NO. 7. 

The f ounder and principal owner of the business in which plan No. 
7 has been in opération for more than 25 years is considered one of 
the foremost students of the problem. His plan is caid to embrace 
the most successful method used in the application of the profit- 
sharing principle in business and industry. 

The plan as it stands at présent — 1915 — contaiiis the following 
principal features: (1) Capital receives only what is considered a 
moderato retum; (2) the surplusage of net profits over and above the 
return on capital is to be distributed to participating employées and 
consumers, but this surplusage does not automatically go to the 
beneficiaries of the plan. It goes instead to a so-callcd surplus fund 
out of which the moneys to be distributed, in amounts to be deter- 
mined at the end of each year by the président of the company, are 
taken. As a resuit the f act that as a rule not ail the available profits 
are distributed, the amount of money that has accumulated in the 
fimd mentioned is at the présent time equal to about one-half of the 
entire capitalization of the company. This fund presiunably belongs 
to the company. Thus, as a matter of actual practice, not ail of the 
profits of the company over and above the specified retuni on capital 
are utilized for profit-sharing purposes. 
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The original plan of this company provided that af ter allowing 7 
per cent interest on the capital invested the remaining profits should 
be divided between capital and labor on the basis of the total capital 
invested and the total amonnt of wages paid, each employee's share 
being in proportion to his eamings for the year. Only employées 
who had been in the company's employ six months or more were 
to share. ^ 

Originally the shares of profit were paid in cash or, at the option of 
the employée, stock was issued to him. After three years the rule 
was adopted by the company to pay the whole share in stock, which 
System is still in vogue. Dividends on profit-sharing stock are paid 
in cash. This appUes to stock certificates as well as to stock for which 
no certificate has as yet been issued. 

The most important change of ail in the gênerai nature of this plan 
occurred in 1905 by the élimination of extra dividends above 6 per 
cent to capital and the substitution of profit sharing for consumers 
on the basis of the gross profits on the purchases of the individual 
consumer during the year. 

Under the plan as amended in 1905 and still in force, capital is to 
receive a fixed rate of interest, 6 per cent; provision is made for dé- 
préciation, bad debts, and the création of a surplus f und out of which, 
at the discrétion of the firm, shares of profits are to be paid to employ- 
ées and consimiers on the basis specified in the preceding paragraphe 

Employées' shares of profits under thia plan are termed ''dividend, 
crédit balance.^' Since 1905 the profit-sharing balances accimiulating 
during the first three distribution periods are being transferred to the 
employées in common stock of the company in amoimts corresponding 
to accumulated profit-sharing dividends. Thus an employée receiv- 
ing his share of profits for the first time in January, 1911, would get 
only crédit balances on the books of the firm until January, 1914, 
when a certificate of stock would be given to him for the accumu- 
lated amoimt. During thèse three years, if he loaves the service, 
volimtarily or by discharge, he loses ail the profit-sharing crédit 
balances aocimiulated during the entire periods, retaining, however, 
the cash dividends of 6 per cent which are paid to him on blocks of 
stock corresponding from time to time to his crédit balances. Em- 
ployées leaving the employ of the firm after having been imder the 
plan three years or more retain their acquired stock and may dispose 
of it at pleasure. 

Originally shares of profit were paid ail in cash, but since the second 
year, in order ''to make the profit-sharing plan assure an increasing per- 
manency of the working force," shares are being paid ail in stock. As 

^ At the présent time the teamstors employed by this company in comiection with its main oommerclal 
office are excluded trom the benefits of the plan because through unionixation and subséquent strUne 
^jttieir wages tr% *' ûnisually high. " 
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stated, af ter three years certificates of stock are issued to employées 
in amouiits aggregating acoumulated profit-sharing dividend balances 
ap to even himdreds of dollars. Balances above even hundreds are 
credited subsequently to employées' aocomits for a year or two and 
frequently canceled — that is, forfeited, as far as employées are con- 
cemed. It must be stated, however, that before any part of the so- 
called crédit balance is canceled, the employée is given an opportmiity 
to pay in the additional amount up to $100 that will buy a share of 
common stock of the company at par. As a matter of practice, if 
the balance to be paid in cash by the employée is not over $25 or $30 
he pays it, thus acquiring an additional share of stock. If the amoimt 
to be paid in cash is over $25 or $30, employées usually prefer to 
forfeit the balance. The common stock of the company in which 
shares of profits are paid is not listed on any stock exchange — that is, 
is not on the market. It is issued to participating employées at par, 
$100, and bears 6 per cent interest. Its actnal value at the présent 
time, based upon assets of the corporation, is about $160. 

One of the récent provisions of this plan prohibits employées while 
still in the employ of the company f rom selling their profit-sharing 
stock. In cases of real urgency and upon application made by indi- 
vidual employées, the company sometimes buys the employées' stock, 
in whole or in part. 

Âlthough, in a gênerai way, ail the détails of the plan were formu- 
lated in 1905, as a matter of practice the one factor definitely fixed 
18 that specifying that af ter ail expenses, including 6 per cent on 
capital, are paid the remaining net profits are to go to a surplus fimd, 
which is cumulative from year to year and out of which the divisible 
profits are to come. The spécifie amoimt to be distributed is 
determined by the company at the end of each distribution period 
and dépends chiefly upon ^^ gênerai prosperity of the business." As 
a matter of fact, the management in determining the amount to be 
distributed is usually guided by the profit-sharing dividend paid the 
year before. At times, when the company, on accoimt of a poor 
business year, can not pay a considérable dividend, the surplus 
moneys accumulated in the above-mentioned fund may be utilized 
to augment the dividend of the current year. As will be shown below, 
this was donc in 1904. It was stated, however, that the fimd is to be 
utilized only to the extent of about one-tenth of the total contem- 
plated distribution for any spécifie year. 

Sinoe 1905 only about two-thirds of the nominally divisible profits 
were actually paid out to participating employées and consumers. 
There thus remains on hand a surplus f mid of $750,000, equal to about 
one-half of the total oapitalization of the company. This fxmd, ac- 
cording to the statement of the company, may be utilized in the 
manner f oUowing. 
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1. To meet gênerai emergencies — commercial, financial, or other- 
wise. 

2. To augment the available amoimt of money for purposes of 
distribution among employées and consumers. 

That the former utilization of this fimd seems to be the paramount 
one may be inferred from the f act, mentioned elsewhere, that in 1914, 
with this f mid amomiting to over half a milUon of dollars, the annual 
profits of the company were not considered sufficiently large to war- 
rant a profit-eharing distribution. 

No statistical data illustrating the workings of the plan between 
the year the plan was put into opération and 1896 were available. 
In the first year employées of the company were notified that^the net 
profits of the business, '' after allowing a conmiercial rate of interest on 
capital/' would be apportioned equaUy between capital and labor, 
'' to the first upon the basis of the investment and to the second upon 
the basis of the eamings of the participating employées." Owing to 
the big strike on the railroads the first year proved to be a very 
lean one and the profits made during that year allowed a profit- 
sharing dividend to the employées of only 5 per cent. The next year a 
dividend of 10 per cent was paid. It was then announced that there- 
after profit-sharing dividends wq^ld be paid in common stock. The 
dividends continued at from 8 to 10 per cent imtil 1892, when they 
fell to 4 per cent. Because of the disturbance of business due to the 
panic of 1893 no profits were paid till the end of 1904, when a rétro- 
active 4 per cent dividend on the eamings of employées for the period 
of 1896 to 1904 was declared. The folio wing table shows the profit- 
sharing dividends paid to participating employées imder the plan 
since 1905: 



Table 17.— PER CENT OF EARNIN08 PAID AS DIVEDENDS UNDER THE PROFIT- 
SHARING PLAN, BY YEARS, 1905. TO 1915. 



Year. 


Divi- 
dends 
(percent 
ofearn- 
ings). 


Year. 


Divi- 
dends 
(percent 
ofeam- 
ings). 


1905 

1906 


15 
25 
30 
20 
20 


1910 


10 
10 
15 
10 
10 


1911 


1907 


1912 


1908 

1909 


1913 


1915» 







1 No dividend paid in 1914. 

The highcst per cent of dividend ever paid imder the plan, 30 per 
cent on the annual eamings of the participants, was distributed in 
1907. During tlie year 1914 the profits of the business were not con- 
sidered sufficiently large by the management to warrant a profit- 
sbaiing dividend. In 1915 a profit-sharing dividend of 10 per cent 
distributed. 
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. The records of the company, with the exception of those for the 
years 1913 and 1915, do not permit any detailed analysis of the extent 
of participation in ail of the branch establishments of this company, 
located in différent parts of the United States. For the above-mon- 
tioned two years the percentages of the total employod that partici- 
pated in the distributed profits were 67. 7 and 74, respectively . Slightly 
over three-fourths of the participants in 1915 were engaged in occupa- 
tions other than executive, clérical, or sales — that is, belonged to 
the mechanical and manual forces of the organization. 

The foUowing table shows the extent of participation in the com- 
mercial and manuf acturing departments of the main plant of the Com- 
pany during the five years ending December 31, 1915, and in the 
establishment as a whole for 1913 and 1915: 

Tabls 18.— NUMBEB and PEB CENT OF EMPLOYEES IN THE MAIN PLANT PARTICI- 
PATINO IN PROFIT 8HARING, BY DEPARTMENTS, AND PER CENT OF TOTAL EM- 
PLOYEES PARTICIPATING, BY YEARS, 1911 TO 1915. 



1911. 
1912. 
1913. 
1915 s 



Main plant. 



Commorcial départ ment. 



Manufacturing department. 



Average 
number 

ployed. 



138 
137 
142 
140 



Participating in 
profit ataaring. 



Number. 



117 

114 

99 

117 



Percent. 



84.8 
83.2 
60.7 
83.6 



Average 
number 

em- 
ployed. 



209 
267 
244 
216 



Participating in 
pnrfit sharlng. 



Nomber. 



289 
231 
224 
210 



Percent. 



88.8 
86.5 
91.8 
97.2 



Percent 
of total 

em- 
ployées 
partici- 
pating. 






67.7 
74.0 



* Not r«ported. 



t No dividend paid in 1914. 



The proportion of the total employed in the commercial department 
of the main plant that participated, clérical and commercial em- 
ployées mostly, varied from 69.7 per cent (the lowest) in 1913, to 84.8 
per cent (the highest) in 1911. The proportions in the manufacturing 
department participating — ail mannfactmîng employées — were con- 
siderably larger, the lowest having been 86.5 per cent in 1912, and 
the highest 97.2 per cent in 1915. In 1914 no dividends were paid. 

The relatively larger permanency of the manufacturing employées, 
as shown by the higher proportion of participants among them — the 
only prerequisite for participation being continuons service for six 
months — ^may be accounted for by the fact that the company in con- 
nection with this manufacturing department is carrying on numerous 
schemes of welfare work and coopération for tho benefit of the em- 
ployées, the city in which the plant is located being one of the very 
few coopérative colonies in existence in the United States at the 
présent time. 

MSai"»— BuU. 208—17 4 
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For the years 1913 and 1915 the extent of participation in the 
establishment as a whole is shown, no complète data being availabJe 
for other years. The proportions participating were somewhat lower 
than in the conmiercial department of the main plant and considerably 
lower than in the manuf acturing department of that plant. Over 
two-thirds of the total employed participated in the profits distributed 
during the year 1913 and nearly three-fourths during 1915. 

The foUowing table shows the respective proportions of the ont- 
standing common and preferred stock of the company that were 
owned by employées, chiefly as a resuit of the opérations of the profit- 
sharing plan, on December 31, 1915. 

Tablk 19.— AMOUNT and PER CENT OF STOCK OWNED BY EMPLOYEES. 



• 

Kindofstodc. 


Outstandini; 
value. 


Stock owned hy em- 
ployée!. 

• 


Nnmber 
ofem- 
plojees 
ownlng 


Amoimt. 


Percent 
of total. 


Oommon 


SI, 019, 800 
133,800 


9209.150 
16,275 


20.4 
12.2 


355 


Preferred 


65 







Of the total issued common stock 26.4 per cent, and of the total 
issued preferred stock 12.2 per cent, was in the possession of em- 
ployées of the company on December 31, 1915. Of the total number 
employed 420, or about 60 per cent, were stockholders of the com- 
pany on the mentioned date. Employées thus owned and oon- 
trolled 24.7 per cent of the total capitalization of the company. 
Inasniuch as preferred stock may not be acquired as shares in the 
profits (ail such shares being paid in common stock) the proportion 
of the total capital of the company acquired by its employées through 
the opération of the profit-sharing plan is 23.3 per cent, or nearly 
one-fonrth.* 



PLAN NO. 8. 



The significance of plan No. 8 Ues in the fact that it is the only 
plan in opération in the United States at the présent time under 
which the participating employées hâve to obligate themselves to 
participate in the possible losses of the business, the entire arrange- 
ment taking the f orm of a légal obligation on the part of ail concemed. 

In order to insure the covering of the possible losses the agreement 
provides that participating employées are to permit the company 
to retain 10 per cent of their regular earnings imtil the end of the 
distribution period, when the results of the year's business may be 
determined. In the opinion of the management, the latter provision 

» In 1915 the founder of thJs oonoem and originator of the profltraharing plan above descrlbed estabUahed 
in New Orléans a "Grocery and baking coopérative aaeociation." The employées of thia «aBOdatloii 
iremput an b proût-àiariDg baais: Twenty-flve per cent of ail the net profite of the buaineas, apportkined 
^poaihebaaisofe&miDgB, an to bc distributed tothematth» «ndoteadibuHinees year. 
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eiiminates from participation employées eaming less than $600 per 
year, inasmuch as such empIbyedPcan not a£ford to hâve one-tenth 
ù! their income retained for a period of 12 months. On the other 
hand, ''employées eaming, say, over $1,200 do not take any interest 
in the plan because the possible profits do not appear large enough 
to them.*' Thus the opération of the plan has been confined chiefly 
to employées whose eaming power is somewhere between $600 and 
$1,200 per year, to the more skilled members of the manufacturing 
force, to foremen, and to clérical employées. 

In order to ascertain the net profits, ail expenses, including dépré- 
ciation of buildings, tools and machinery, and bad debts are deducted 
from theTgross profits of each year; 6 per cent interest is then paid 
on the capital invested, and the balance is divided between the Com- 
pany and the participating employées in such proportions as the 
total capital invested bears to total wages, the share of each employée 
being in proportion to his eamings. 

In case of a net loss (dividerid on capital • not being figured) it is 
to be shared between the company and the participating employées 
in the same manner as profits are shared, but under no circumstances 
is any participating employée responsible for an amoimt greater than 
the amount reserved from his wages. 

Employées may withdraw from the agreement or from the com- 
pany's employ at any time, but in such instances the company 
reserves the right to hold the wage reserve f und until the end of the 
year, such employées sharing in the profits or losses. The com- 
pany may at any time discharge an employée and require him to 
surrender his contract, but the employée is given the option to with- 
draw his reserve wages or leave them to participate in the results of 
the year. Should there be shortage of work, employées signing the 
agreement are not to be laid off, but the hours of labor are to be 
reduced. 

With certain restrictions employées may, tlirough a public account- 
ant, inspect the books of the company. 

The profit-sharing dividends received by employées under the plan 
since 1910 were as foUows: In 1910, 6.4 per cent; in 1911, 4.5 per cent; 
in 1912, 3.9 per cent; in 1913, 7.5 per cent; in 1914, 6.7 per cent; 
and in 1915, 1.4 per cent of the eamings. At no time during the 
existence of the plan did the proportion of participating employées 
exceed 35 per cent of the total employed. Over one-half of the 
participants in 1914 belonged to mechanical and manual occupations. 

The agreement drawn up between the company and its profit- 
sharing employées is herewith reprinted in full. 

This article of agreement, made and entered into thU day of — —, one 

thoufland nine hundred and ', by and between the - ~ Ck>., party of the first 

part, and the eigners hereto, ail employées of said company, party of the second 
part, witneeseth as follows: 



52 BULLETIN OF THE BUREAU OP LABOB 8TAT18TICS. 

Fiist. It is agreed that the porty of the first part and the party of the second pari 

ahall ahare the profita and loasee of the M^pànees of the Co. so long as they 

are both parties to this agreement. 

Second. The profit shall be ascertained as foUows: The inventory of the Ist of 
February past shall be taken as the starting point, and an inventory shall be taken 
in the same form on February 1 each year thereafter. From the gross results thus 
obtained shall be taken ail expenses of every kind, including dépréciation of build- 
ings, tpo\a and machinery, and bad debts, and the results of the above shall be con- 
side^ed the net gain or loss, as the case may be. If the resuit thus shown shall be 
gain, the capital actually invested, as shown by the inventory at the close of each 
year, shall first draw 6 per cent interest (or in case there is less than that amount, 
shall draw what net gain there is in liquidation of its claim), the balance then re- 
maining shall be divided between the party of the first part and the ptrty of the 
second part in such proportions as the actual capital invested in the business bean 
to the total wages of the iMurty of the second part for each current year. The total 
amount coming to the party of the second part shall be divided among its individual 
members as thé year's eamings of each bear to their total eamings. 

Third. For each current year one-tenth of the wages of each of the parties of the 
second part shall be withheld by the party of the first part weekly; and in case there 
has not been a net loes on the pntire business of the year this reserved money, together 
with his share in any accrued profit as figured above, shall be paid to each of the 
parties of the second part on or before March 1 of oach succeeding year. 

Fourth. In case there should be a net loes mado on the business of the yearwith- 
out figuring any dividend for capital as above provided, this loes shall be divided 
between the party of the first part and the party of the second part in the same manner 
as described for dividing profit; but the party of the second part in no case shall 
become responsible for losses greater than the amount reserved from his wages. 

Fifth. Other employées of the Co. may become parties to this agreement 

after this date on invitation of the party of the first part; but the computation of their 
share shall be figured only on wages eamed after the date of their signature. Any 
party of the second part may withdraw either from this contract or from the corn- 
pany's employ at any time, but the party of the first part holds the right to retain 
his reserve imtil the expiration of the current year; and if said reserve is held its 
owner shall share in profits or losses at the expiration of said current year, but in no 
case can any party of the second part share in the profits or losses unless his réserve 
has been retained until the end of the year except as provided in article seventh. 

Sixth. The party of the first part can at any time discharge any party of the second 
part from its employ and require him to withdraw from this contract; but in such 
case said party of the second part shall hâve the option to withdraw his full réserve 
or to leave it until the end of the year to share in results as above described. 

Seventh. It is further agreed by the party of the first part that no party of the 
second part shall be temporarily retired from work so long as the party of the first 
part has any work of the kind said party of the second part is accusfeomed to do; but 
if there should be a shortage of work in the hands of the party of the first part it shall 
reduce the hours of work and so divide the work between the parties of the second 
part. If at any time any party of the second part should become sick or incapaci- 
tated to perform his duties, and has the certificate of a reputable physidan that he 
is so incapacitated, after two weeks' duration of said sickness said party can draw 
on his reserve wages at a rate not greater than $6 per week without aff ectin^ his inter- 
ests in the profits at the end of tlie year. Further, if any party of the second part 
should become injured on accoimt of any accident while in the employ of the I)arty 
of the first part, said party of the first part shall, at its own expense, provide him 
with a compétent physician or surgeon after application is made to it stating that 
sueli services are needed. 
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Eighth. If any of the parties of the second part wish to inquire into the acciiracy 
of the annual report made to them bytAie party of the first part, the books of the 
party of the first part shall be opened for inspection by any reputable public account- 
ant employed by the party of the second part, provided such accountant will agrée 
to confine his report to the statement that the company's report was or was not cor- 
rect; and if not correct, shall fully define ita error. 

Ninth. It is agreed that ail différences and disputes resulting from the opération 
ci this con tract shall be settled by arbitration. 

PLAN NO. 9. 

Under the f ollowing plan employées, aside from participating in 
one-foorth of the net profits over and above a specified retnm on 
the investment, are also permitted to invest their smaU savings in 
the business and receive dividends on their investment equal to the 
dividends paid on the other capital invested. For the latter purpose 
the Company issues at par to its employées so-called profit-sharing 
certificates in dénominations of $50 imder the f ollowing conditions: 
Certificates are to draw interest at the rate of 6 per cent per annum, 
payable semiannually, and to be subject to rédemption and recall, 
upon the written notice of the corporation to the owners, at par, 
plus interest at 6 per cent from date of last interest payment. The 
certificates must be surrendered by employées whenever they ter- 
minate their connection with the company. 

In addition to the rate of interest upon the so-called profit-sharing 
certificates, the holders of such certificates and ail other employées of 
the company as well, provided they hâve been in the service of the 
company continuously at least six months, are to share in the net 
profits of the business, the profit-sharing fimd to be determined as 
follows: After paying ail the legitimate expenses of the business, in- 
cluding a dividend of 10 per cent on the total capital invested and 
on the surplus account, and after paying the above-mentioned per- 
centage on the so-called profit-sharing certificates, the remaining net 
profits are to be distributed among the following participating ac- 
counts in the proportion that each of thèse is to the aggregate amoimt 
of the accoimts that are to participate: (1) Total capital invested, 
(2) surplus account, (3) total amount of outstanding profit-sharing 
certificates, and (4) wages and salaries of profit-sharing employées. 

The basis of the issue of the above-mentioned certificates is de- 
termined in each and every instance by the management. Such 
certificates may be acquired only for cash, and this in practice limits 
the amount for which an employée may subscribe. Employées hold- 
ing such certificates receive double shares in the divisible profits, as 
holders of certificates on the value of such certificates and as partici- 
pating employées on the basis of their eamings. AU shares are paid 
in cash. 

The plan was put into opération as of the business year ending 
Febniary 18, 1914. The distribution of the fe%\. ^^«t ^^^ xca^^ 
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exclusively on the basis of eamings, inafimuch as no profit-sharing 
certificates were as yet issued. A profit-sharing dividend of 20 per 
cent on the annual eamings of the participants was paid at the end 
of this year. No profits were available for distribution during the 
second year, but a substantial distribution is expected at the end 
of 1916. 

PLAN NO. 10. 

The estabUshment in which profit-sharing plan designated as No. 
1 has been in opération for several years had in 1914 an average num- 
ber employed of over 7,000 and is the largest establishment having a 
profit-sharing plan. Under the plan, eligible employées receive a 
share of the profits equal to one-third of the dividend paid on the 
common stock of the company over and above 10 per cent. It is 
apparent, therefore, that in a business eaming smaller profits the 
apphcation of the principle of this plan could hardly resuit in the pay- 
ment of considérable amounts to the participating employées. 

The wage-dividend (profit-sharing) plan of this company, as stated 
by the secretary of the welfare fimd of the company, is as follows: 

The plan is based on the assiunption that dividends to common 
shareholders up to 10 per cent are the équivalent of the employee's 
fixed wage and that cash dividends in excess of that figure may be 
fairly considered as extraordinary. The plan devised, therefore, pro- 
vides that the dividend to wa^e eamers shall be based upon such 
extra cash dividends paid to shareholders. In arriving at the pro- 

Eortion (in the absence of any established standard) ail of the factors 
earing upon the problem, including length of service, hâve been 
taken mto considération, and it has been finally decided to fix the 
percentage of the wage oividend at 35 per cent of the percentage of 
the extra cash dividends paid to holders of common stock, same to 
be divided and applied on a period of five years. 

The extra cash dividends paid *to holders of common stock in the 
year 1914 having been 20 per cent instead of 30 per cent, as illustrated 
below, the wage dividend rate was reduced proportionately from 2.1 
per cent to 1.4 per cent. 

Only employées who are on the pay roll at the time the wage 
dividend reports are prepared and who worked the f uU calendar year 
preceding tne ])ayment oi the dividend are considered, and continuous 
service only is recognized. That is to say, any employée who during 
the previous five years lef t and reentered the service of the company 
participâtes only from the time of reentry. Fractions of years over 
one year are coimted. Pieceworkers participate on the same basis 
as those receiving fixed wages or salaries. Bonuses paid for efficiency 
are counted as wages, but payments from the welfare fund are not 
so treated. 

No person having authority to engage labor for the company is 
permitted, in fixing wages, to take into account any wage dividends 
which may hâve been or may be received by the employée. 

The trial of this plan does not commit the company to its contin- 
uance, but it may De assiuned that if it is continued the wage divi- 
d jriU be proportioned to the extra cash dividends paid on com- 

E? stock. 
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The following is an Olustration of the method employed in deter- 
mining amounts of individual shares: 

In 1911 the common-stock holders of the company received a 30 
per cent dividend over and above the stipula ted 10 per cent. Thirty- 
five per cent of the amount representing this additional 30 per cent 
dividend was then set aside for pnrposes of profit sharing — ^for labor 
dividends, as the company calls them. Thirty-five per cent of 30 is 
10.5, the dividend on wages paid to employées with the longest term 
of service — ^five years and over — that is, such employées received as 
their labor dividend an amount equal to 10.5 per cent of their com- 
bined eamings for the five years preceding and including the distri- 
bution year. The amoimt in labor dividends paid to employées with 
the shortest length of service eligible under the plan — one year — 

10 5 
was — ^, or 2.1 per cent, as no employées with a' record of service 

shorter than one year are eligible for participation. An employée 
who was in the service 1 year and 10 months and has eamed, for 
instance, $400 in the first period and $500 in the second, although 
not receiving anythhig on the eamings of the first 10 months before 
becoming eligible, gets a dividend after the second period on the 
eamings of both periods, tbat is, on $400 and $500, or on a total of 
$900. 

The highest amount upon which dividends may be paid during any 
one year is the aggregate eamings of the employée during the last 
five years, including the distribution year. 

Aside from the minimum qualification of length of service, em- 
ployées, in order to participate in the labor dividend, must comply 
witli the following conditions: (1) Appear on the llst of those in 
employ of the company on December 31 of the distribution year; 
(2) appear on the final dividend list on March 1 of the year following 
the distribution period ; and (3) be in the employ of the company on 
the distribution day, July 1, foUowing December 31 of the distribution 
period. 

The percentages of the total employed that received profit-sharing 
dividends mider this plan were as follows: In 1911, 63 per cent; in 
1912, 57.6 per cent; in 1913, 67.2 per cent; and in 1914, 88 per cent; 
the dividends on eamings paid during the same years having been 
7.2 per cent, 6.9 per cent, 7 per cent, and 5 per cent, respectively. 
Over 85 per cent of ail the participants in 1914 were engaged in 
mechanical and manual work. The cost of the pian to the company, 
in tenus of a percentage of the pay roU of the orgariization, was: In 
1911, 5.2 per cent; in 1912, 4.9 per cent; in 1913, 5.1 per cent; and 
in 1914, 4.1 percent. 

The table following shows the total number employed and the 
number and per cent participating for each year since 1911 . 
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Table flO.— NUMBER AND PERCENT OP EMPLOYEES PARTICTPATING IN THE PR(5fIT- 

SHARING, BY YEARS, 1911 TO 1914. 



Year. 



1911 
1912 
1913 
1914 



Total em- 
ployées. 



6,349 
8, m 
8,447 
7,348 



Employées partiei- 
pating in profits. 



Kumber. 



4,001 
4,712 
5,676 
6,466 



Percent. 



63.0 
57.6 
67.2 
88.0 



1^^ 



The above table shows that the proportion of beneficiaries iinder 
the plan of this company bas been on the increase since 191 1 witb the 
exception of one year, 1912, when the proportion participating 
decreased by about 6 per cent. 

PLAN NO. 11. 

The shares of profits paid to employées iinder plan No. 11 dépend 
upon: (1) Dividends over and above 6 per cent declared on capital, 
and (2) length.of continuons service of the employées, employées 
with a service record of three years or more receiving the maximum — 
a dividend on wages equal to the extra dividend paid on capital. 
Employées in service less than six months do not participate in the 
benefits of the plan. 

The foUowing are* the essential features of this plan as originally 
announced to the employées on January 1, 1915: 

There will be allowed 6 per cent interest on the capital stock. 

After the above 6 per cent interest on capital stock bas been paid, 
ail cash dividends will be divided between stockholders and employées 
as f oUows : 

Ail employées who hâve been in the service of the company con- 
tinually for three years or more, same percenta^e as to stockholders. 

Ail employées in the service for two years but less than three years, 
two-thiras of the rate of cash dividends. 

Ail employées in the service for six months but less than two years, 
one-third-oi the rate of cash dividends. 

Dividends to employées will be based on the total amount of wages 
paid each employée for the year ending December 31. 

This will apply to ail persons in any department or capacity who 
hâve served the company six months or over within the year except 
those dismissed or discharged. 

Emplovees voluntarilv leaving the service of the company, or 
dismissea or dischargedf; will forfeit their right to share in any 
dividends. 

Should employées be laid off owing to lack of work, they will be 
entitled to their share of the dividends based on the wages received 
by them during the year. 

In the announcement of the plan it was specifically stated that 
tbe àîrectOTS reserve the privilège to change this plan as they may 
nsider advisahle for the best. interests of the organization." 
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Over nine-tenths of ail employed participated in the distributed 
profits at the end of the first year's opération of the plan. Eighty- 
eight per cent of ail the participating employées belong^d to mechan- 
ical and manual occupations and were engaged in the actual processes 
of manuf acturing. The average profit-sharing dividend on wag^s paid 
at the end of the year was 6.9 por cent, the cost of the plan to the 
management having been 6.2 per cent of the total pay roU of the 
establishment. 

PLAN NO. 12. 

Plan No. 12 represents a phase of profit sharing that, ûi viewof 
the tendency manifested of late by employers to engage in so-called 
welf are work', is apparently destined to become more and more popnlar 
among them. Plans such as this are technically known as '' deferred 
profit sharing, " because the payments of the individual shares are 
deferred in order to accnmnlate an amoimt sufficient to constitute a 
pension for the participant after the expiration of a certain period 
of service. The pensions accumnlating under such plans, however, 
are contributory, inasmuch as one of the main prorequisites for par- 
ticipation is that the participating employée deposit with the Com- 
pany, at regular intervais and for a certain specified length of time, 
stipulated amounts, thèse amounts in conjunction with the profit- 
sharing fund of the company being deemed sufficient to constitute 
at the end of a specified period a moderate pension for the employée. 

The plan, which was established in 1916, pro vides that, subject to 
restrictions, employées may contribute 5 per cent of their monthly 
salary and the firm will contribute 5 per cent of its eamings (without 
réduction for dividends paid to stockholders) to a fund held by trus- 
tées, who will invest the money and hâve gênerai administration of 
its benefits. The f oUowing is the text of this plan in f ull : 

PURP08E. 

In order that employées may share in the profita of this businees, and to encourage 
the habit of saving, the company has decided to contribute annually a sum equal to 5 
per cent of its net eamings (without déduction of dividends to stockholders), as shown 
by the annual audit of its books, to an employées ' sa vings and profit-sharing fund, as 
explained below, which will go into effect commencing July 1, 1916. 

It is intended that this plan will furnish to those who rcmain in the employ of the 
company until they reach the âge when they retire from active service a sum sufficient 
to provide for them thereafter, and that even those who achieve a long service record, 
but who may not remain with the company ail of their business life, will hâve ao- 
cumulated a substantial sum. This savings and profît-sharing fund will enable an 
employée to secure an income for himself after the close of his active business career 
or, in case of his death, for his family. 

ELIGIBILITY. 

1. Participation will be entirely voluntary. 

2. Every employée of Co., regardlees of position, will, after three years of 

iervice, be eligible to participate in this fund, so long as he Tem«i3Q&«xi ^TxsVkVs^^if^. 
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CONTRIBUTIONS TO THE FUND. 

1 . An employée in order to participate must deposit in the fund 5 per cent of hit 
Balan-. The company will contribute a sum equal to 5 per cent of its net ea rnîn gi 
(without déduction for dividende paid stockholders), as shown by the annual audit ci 
its books. As this fund starts July 1, the company will for the year 1916 contribute . 
5 per cent of one-half of the profits of the entire year. 

2. No employée may deposit more than 5 per cent of his salary, and in no case moro 
than $150 per annum; this limit being deemed advisable so that the hi^ier salaned 
employées may not too largely participate in the fuifd. 

PARTICIPATION IN THE PROFITS. 

1 . The contributions of the company will be made annually as soon after the first of 
each year as an audit of the books will permit, and will be credited prp rata to partici- 
pating employées in the proportion which the amount deposited by each employée 
during the preceding year for which the company has contributed bears to the total 
amount deposited by ail employées during such year. 

2. So that every employée eligible to participate may hâve ample opportunity to 
carefully consider its advantages and to enter at its inception, ail those joining prior to 
September 1 , 1916, may, by paying into the fund 5 per cent of their salary from July 1, 
1916, share in the fund from its inception as of July 1, 1916. 

WrrHDRAWALS. 

1 . A deposltor who has completed 10 years of service will be entitled to withdraw ail 
money credited to his account, including the company 's contributions. 

2. A depositor who has not completed 10 years of service will be entitled to withdraw 
only the amount he has deposited, plus interest at 5 per cent per annum, compounded 
semiannually, and no more; except in the case of a woman depositor who, after five 
years* service, leaves to become married, in which case she will be entitled to her 
full share in the fund, including the portion contributed by the company; and ex- 
cept in the case of the death of a depositor while in the service of the company, in 
which case his estate will be entitled to the full amount credited, including the con- 
tributions of the company, and the money due will be paid to his légal représentatives. 

3. A depositor shall withdraw upon ceasing to be an employée of the company, or 
upon failing to regularly make his deposit. 

4. A dep)08itor who once withdraws can not reenter the fund. 

6. In any case of withdrawal where a depositor is entitled to share in the contribu- 
tions of the company, he will reçoive the full amount to hia crédit, as shown by the 
accounting for the preceding year, plus interest at the rate of 5 per cent per annum 
and plus such sums aa the depositor may hâve deposited since December 31 of the 
preceding year, with interest at 5 per cent per annum. 

6. Ix)an8 will be made to depositors in cases of actual necessity and when in the 
opinion of the trustées the circumstances warrant it. 

MANAGEMENT. 

1. The fund will be handled, intrusted, and invested under the direction of a board 
of ûve trustées, to be selected by the board of directors of the company, three to be 
oflScers or directors and two employées (not ofïicers or directors) of Co. 

2. It is intend^ that so f ar as practicable and advisable the fund will be invested 
in shares of stock of the company, to the end that the depositors may, in the largest 
measure possible, share in the eamings of the company. 

3. The board of trustées may, from time to time, adopt rules to carry out the pur- 
poses of this plan, and may adopt amendments to the plan; but no change ehall be 

maàe in thep^stn as above outlined unless the same is ratified by the vote of a majoiity 
o/tAe depositors. AU questions of interprétation of this plan, or amendments thereto. 
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or the niles pertaining tJiereto, or relating to any matter of aocounting, values, profite, 
or any other matters or différences vhich may arise, ahall be determined solely by the 
board of trustées, and the décision of the board shall be final and conclusive upon ail 
concemed. 

DI8CONTINUANCE . 

The fund may be discontinued at any time by announcement of the company, 
made at least six months before its final yearly contribution. After such announce- 
ment no new depositors will be eligible to join, and upon the payment into the f iind 
of such final contribution the fund shall be distributed among ail the depositors pro 
rata in proportion to their interests as ascertained by the board of trustées. 

LIMITED PROFIT-SHARING PLANS. 

DESCRIPTIVE AND STATISTICAL SUMMARY OF A SELECTED GROUP. 

The number of establishments sharing some proportion of their 
profits with a few of their more important employées is known to be 
very large. Very frequently such profit sharing serves as a satis- 
factory automatic substitute for increases in the salaries of those 
in immédiate charge of the opération of the business, for the pur- 
pose of offering them substantial inducements to remain in the 
service. In view, however, of the relatively small number of people 
affected by such plans it was deemed sufficient to limit the study of 
this phase of profit sharing to an intensive examination of a selected 
group of such plans, the basis of sélection having been the relatively 
large (for limited profit-sharing plans) sphère of application, the 
greater part of the plans examined èxtending their benefits to the 
bulk of the executive, administrative, and supervisory employées, 
and in some instances also to a part of the highor paid employées of the 
manufacturing force. 

THE DETERMINATION OP THE PROPTr-SHARING FUND. 

• 

The method of determining the proportion of the net profits to 
be distributed varies greatly under the limited profit-sharing plans 
studied, the usual practice prevailing, in over one-half of those ex- 
aminedy being the setting aside, at the discrétion .of the employer, of 
an arbitrary percentage of the profits after meeting ail the legitimate 
expenses, including interest on the investment. The spécifie propor- 
tion of the profits thus set aside for the benefit of the employées 
varies greatly with the individual plans, its range of variation being 
from one-twentieth to one-half, with an approximate average of 
about one-fifth for the entire group of plans. 

Under two plans dividends on wages varying with the amounts of 
net profits of the firm are paid. Under one plan the divisible fund 
is arrived at in the following manner: After meeting ail the legiti- 
mate expenses of the company, including a dividend of 4 per c^nt on 
the preferred and of 6 per cent on the common stock, the surplus earn- 
ings are divided among three so-called participating accounts, as 
follows: (1) Account of bonus fund ior emjîVo^eiWà V\<t^^\r«^^xv»% 
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fund); (2) accoimt of dividends; and (3) account of sinldng fund. 
The proportionate share of the surplus profits going to each of the 
three mentioned accounts is as each smgle or participatmg account 
is to the total of ail participatmg accounts. The spécifie instances 
covered by thèse accounts are : Total wages of participants, amount 
of dividends paid, and amount to be allowed for dépréciation, respeç- 
tively. 

Under another plan the divisible fund consists of the aggregate of 
dividends accruing on a spécifie niunber of shares of the capital stock 
of the Company, set aside for that purpose, the shares themselves 
remaining ail the time the property of the concem. Still another 
spécifies a minimum amount of net profits that is to be eamed before 
spécifie amoimts (on a scale announced in advance) become available 
for profit-sharing purposes, the amounts distributed vaiying with 
the profits of the business over and above the stipulated minimum. 

As a rule, .the relative proportion of the profits available for dis- 
tribution imder thèse plans seems to be considerably larger than 
imder the profit-sharing plans described in the preceeding pages of 
this report. This relative UberaUty of employers, coupled with the 
fact that the numbers of those participating are much smaller, 
account for the larger benefits accruing to the beneficiaries of the 
limited profit-sharing plans. Such results are naturally to be 
expected in view of the fact, mentioned elsewhere, that one of the 
principal objects of the limited profit-sharing plans is to fumish a 
method that would tend to encourage the more importar.t policy- 
forming, executive, and supervisory employées to remain in the 
service of their respective employers permanently. 

coNornoNs of Eucmarrr. 

Seven, or slightly over 40 per cent, of 17 Umited profit-sharing 
plans examined specify a minimum length of service — ^from one to 
five years — as a condition for participation. Ahnost ail the plans 
bar from participation the wage-eaming or manual workers, con- 
fining the benefits of the plan primarily to their executive, super- 
visory, and conmiercial employées, including in a few instances the 
regular clérical force. 

. One of the plans confines its opération to ' * employées of the Com- 
pany who hâve authority to formulate poUcies, make conmûtments, 
engage employées, and approve expenditures." The ment of 
service as established by the judgment of the employer seems to be 
one of the factors prerequisite to participation in a great majority 
of thèse plans. Two of the plans specify that only employées eam- 
ing $100 per month be allowed to participate; one confines its opéra- 
tion to '*all employées, except pieceworkers, with an eaming capacity 
of at least $780 per year." 
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BASIS FOR COBfPUTING INDIVIDUAL SHARES. 

In the majority of the plans — those in opération in the smaller 
establishments mostly — the prospective beneficiaiy is informed in a 
gênerai way of the method by which his individual share of profits 
wiU be computed. In a considérable number of the remaining plans, 
however, those chiefiy in opération in organizations of considérable 
size, the method of determining the individual shares is unknown to 
the employées, such shares being determined nsually by a spécial 
committee appointed by the management, individual shares varying 
with the reported efficiency as well as with the relative importance 
of the positions held by the prospective beneficiaries. Under such 
plans beneficiaries sometimes, under the penalty of dismissal or loss 
of f avor with the oompany, are enjoined from communicating to each 
other the amount of their respective shares. 

In only six of the plans are individual shares of profits based wholly 
upon salaries or eamings. 

CONDITIONS OP FORFEITURE. 

In every one of 'the limited profit-sharing plans examined dis- 
charge and voluntary leaving of cmployment act as automatic causes 
for forfeiture of profits of the current year. In one instance volun- 
tary leave causes forfeiture of 25 per cent of the share of profits of 
the previous year, in addition to profits of the current year. 

DisposrnoN of forfeitures and form of payment. 

Twelve of 17 limited profit-sharing plans examined specifically 
provide that amounts of forfeited shares be distributed among the 
other participating employées. Under four plans, or less than one- 
fourth of ail studied, in view of the fact that profit sharing under 
them takes the form of a. percentage dividend on eamings (a prin- 
ciple that does not involve the setting aside in advance of a definite 
amount for profit-sharing purposes), forfeited shares revert to the 
Company. The remaining plans in most instances make no spécifie 
provision with référence to the disposition of forfeited shares, ail 
of them reporting that ''each case is settled on ils own merits." 

Under the limited profit-sharing plans investigated, as under the 
profit-sharing plans described above, shares of profits, in the majority 
of instanoes, are paid in cash. This is true of 10 of 17 plans ex- 
amined. Of the remainder, in 4, or 23.5 per cent, they are paid 
wholly in stock, and in three, or 17.6 per cent, in part stock or savings 
aecount and part cash. As in 2 of the latter not less than half 
of each share is paid in stock, the prevailing forms of payment under 
the Kmited profit-sharing plans for ail practical purposes may be 
stated to be about 60 per cent ail in cash and the remainder, 40 per 
cent, in stock. 
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Those of the limited profit-sharing plans under which shares of 
profits are paid in full or in part in stock were apparently designed for 
the piupose of inducing the more valuable employées to remain in the 
service as long as possible. That this was the intention of the man- 
agement may be inferred from the provisions specifying conditions 
imder which the stock in which the profits are paid may be disposed 
of by the beneficiaries. Thus in two plans the selling of the profit- 
sharing stock by an employée disquaMes him from further partici- 
pation in the benefits of the plan. In one plan the profit-sharing 
stock is not transferred to the employée for a period of at least five 
years af ter distribution and in still another the stock due to the em- 
ployée is transferred to him gradually, 25 per cent after the first year, 
25 per cent after the second, and the remainder after the third. 

TBASS IN WHICH THB UMITBD PLANS WBRB BSTABUSHBD. 

The following table shows the years in which 17 limited profit- 
sharing plans studied in this report were established : 

Table 91.— YEARS IN WHICH THB LIMITED PROFIT-SHARING PLANS WSBB 

ESTABLISHED. 



Yew. 


Nuinb«r 
of plans. 


% 
Year. 


Nnmber 
of pians. 


1900 


1 
3 
1 


1912 


4 
1 
2 
2 


1905 


1913 


1906 


1914 


1909 


1 


1915 


loin 1 1 


Total 


1911 


1 


17 



As can readily be seen from the above table, none of the plans 
date back prier to 1900. Over one-half of them hâve come into 
existence during the last four years. 

LOCATION OF LIMITED PROFTP^HARING ESTABLISHMENTS. 

The geographical location of the establishments in which the plans 
studied were in opération is shown in the following table: 

Table 93.— LOCATION OF LIMITED PROFIT-SHARINa ESTABLISHMENTS. 



State. 



Number 
of estab- 
lishments. 



Indiana 

Massachusetts 

Mlohigan 

New Jersey . . . 
New York.... 



2 
2 
1 
1 

7 




Ohk) 

Pennsylvania 

Total... 



Number 

ofestab- 

Ushnunts. 



3 

1 



17 



As in the case of the profit-sharing plans described elsewhere in 
this report, the bulk of the limited profit-sharing plans examined — 
ffonsiderably more than one-half — ^were in opération in establishments 
jated in a véiy sm&ll number of North Atlantic States. 
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INDISTRT OR BUSINBSS OP UMTTBD PROPIT^HARING ESTARLISHBfENTS. 

The nature of the industry or business of the establishments with 
limited profit-aharing plans is as foUows: 

Eleven of 17 limited profit-sharing plans examined were found in 
establishments engaged in manufacturing; 2 in mercantile establish- 
ments; 2m establishments of building contractors; and 2 were un- 
classified. 

SUE OP LOnTED PROPrT-SHARING BSTARUSHMENTB. 

In the table presented below is shown the size of the establish- 
ments in which the 18 plans examined were in opération, as indi- 
cated by the average number employed during a représentative 
distribution period: 

Tablb 88 — NUMBER OF LIMITED PROFIT-SHARINQ ESTABLISHMENTS IIAVINO EACH 

CLASSIFIED NUMBER OF EMPLOYEES. 



Classlfled number of employées. 


Number 
of estab- 
lish- 
ments. 


Classified number of employées. 


Number 
ofestab- 


f7nd«tr ion. . . , , 


4 
4 
4 
3 


3.00n Mid under 5.000 


1 


ilïO ahiI undtr 300 


5.000 and undw 10.000 


2 


2wn aimI nnder JSOO 


TotaL : 




1 .000 Mid nnder 3.000 


18 









Two-thirds of the 18 establishments for which information was ob- 
tained employed less than 500 employées; nearly half employed less 
than 300; one-third employed 1,000 poople or more. 

EXTENT OP PARTICIPATION. 

The proportion of the total employed that participated in the 
distributed profits under the 18 plans examined was as follows: 

Under only two limited profit-sharing plans did the proportion 
participating exceed 40 per cent.* In four estabhshments the pro- 
portion was from 20 to 40 per cent; in two it was 10 and under 20 per 
cent; in five the proportion was 5 and under 10 per cent; and in the 
remaining five establishments less than 5 per cent of the employées 
participated in the benefits of the plans. 

BBNEFrr ACCRUING TO EMPLOYEES. 

Below is given a table showing the benefits âccruing to the partici- 
pating employées, in tenus of per cent of their regular eamings. 

Table S4.— PER CENT OF EARNING8 PAID AS DFV^IDENDS IN 16 ESTABLISHMENTS 

HAVING LIMITED PROFIT SHARING PLANS. 



Classlfled per cent of earnlng» paid as 
dWidends. 



Under 2 

4andQnder6.. 
6 and nnder 8... 
8 and under 10.. 
10andnnderl5. 
15 and under 20. 



Number 
of estab- 
lish- 
ments. 



1 
1 
2 
2 
2 
1 



Classified \>er cent of eamings paid as 
dividends. 



20 and under 30. 
40 and under 50. 
AOandover 



Numbw 
of estab- 
lish- 
ments. 



5 
1 
1 



Total. 



16 



« Ezœpt for tha arbitrary methods of determining the shaies ol \.\v* \n4\xVeL\iA VK^^fc>!V»^'^^«^^=*^ 
|ilaii§ nUglit hitve been dawifled as pure pr(^t sharlng. 
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In one-half of the plans the profit-shaiing dividend on the regular 
eamings of the participating employées was 15 per cent or over. In 
over two-fifths of them it was 20 per cent or more. In over one- 
third of the plans the profit-sharing dividend was less than 10 per cent. 



COST OF PLANS TO EMFLOTEBS. 



• ■ 

The foUowmg table shows the cost of the plans to the employero 
m per cent of the total pay rolls of their establishments: 

Table 8ff.-€0ST OF LIMITED PROFIT-SHARINO PLANS TO 1« BlfPLOYERS, IN PBRp 

CENT OF TOTAL PAY ROLLS FOR ONE YEAIU 



Classifled per c«nt of pay r<dls paid as 
divldends. 



Under 1 

1 and under 2 

2 and under 4 
4 and under 6 



Number 
of estab- 
lish- 
ments. 



1 
6 
5 
1 



kt of pay 
ridends. 



6 and under 8.. 
15 and under 20 

TotaL.... 



Number 
reste! 

lisb- 



2 
1 



16 



In 15 of the 16 establishments the cost was less than 8 per cent on 
the total pay roUs of the respective establishments. In three-fouiths 
of the plans it was less than 4 per cent. In one instance only was the 
cost of the plan more than 15 per cent. 

OCCUPATIONS OF PARTICIPATING EMPLOYEES. 

The following table shows the occupation groups of the partici- 
pating employées under 18 limited profit-sharing plans: 

Table a6,— NUMBER AND PER CENT OF PARTICIPATING EMPLOYEES IN EACH OCCU- 
PATION OROUr. 



Occupation group. 


ParUcipating 
employées. 


Number. 


Percent. 


Executive 


1,078 
272 
171 


52.5 

13.2 

8.3 

25.9 


Clérical 


Sales 


AU others 


532 


Total 




2,053 


100.0 





The table shows that 74 per cent of ail the participating employées 
belonged to the group of executive, clérical, and sales occupations. 
As would be expected in establishments with limited profit sharing, 
more than half of the participants belonged to the executive force. 
Only 25.9 per cent were in the group '* ail others," which includes the 
mechanical and manual occupations. 
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DETAILED TABLES. 

The principal part of the data which ia shown in summary form in 
the preceding tables of this section of the report is shown in détail 
in the two tables which follow. 

T*»IB«.— NUMBER OF BlIPLOYEES, PKOPORTION rARTIClfATINC IN PROFITS, DIV* 
1DEND8 TO EUPLOYEES, AND C08T OF F ROFIT.fi H AR IN O FLANS TO EUPLOYERS, 
IN 18 EBTABLiaHMBNTe HAVING UUITED PROHT-SIURINO PLANS, 



Dm. 31,1)11.. 
D«c. 31, tfilt .. 
JdmSO.IBU.. 

Dec.SI, ]ni.. 
Dw.31,l«tl.. 



Juiw30,m5.. 
Dk.31, !««.. 
IimaSO,inS.. 
luiwSO.m't.. 
Dao.Sl.lBlS.. 
DM.31,inï.. 
Dm.SI.ISM.. 

t>ee.n,im.. 
Iiiinl,mt... 
Jmwl,»13... 
Junal.lllH'.. 
Jmwl.lllS... 

31, 1«» .. 

31,1010.. 

ai, WU - 

31. nu -. 



31,1907.. 

3i,i«aa.. 

31, IK».. 
3l[lS13*'. 

Il, ma.. 

31,1914.. 

Junel.mS... 

31,1911.. 



■"f^fS"- 



t3.MJ,m 

3,H1,B71 
9.111. «tl 

I. £31, SI 9 



& 



nu. 000 

3T3,H0 



ara; US 


M. m 


au,»» 


ix,m 


719. Î78 
218, M3 


t,CHS.»9 
1,062,53» 


ms,«eo 

988, SM 


153,017 


W8,33g 
M2,833 


51,170 
531190 

58|b72 


i:( 


î:!ï! 



9,000 

ni 000 
11,000 

11,000 

11! 900 



Ulvidandi to employée*. 



Hnporud. 
DdUMIiutlan 



• L«B thui oae-taiiUi of 



• No dlstrlbutiim mule In 101: 
> UiiU lor 1013 Dot reponad. 

• Nd distrïbutltoi mââa In 101 
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Tabu SS.— NUIIBER OF EUPLOYEES, PROPORTION PARTICIPATINO IN PROFITS, AND 
NUMBER AND PER CENT OF PARTICIPANTS IN EACH SFECIFIED OCCUPATION 
OHOUP, IN 18 EeXABLIBaUENTS HAVINO LIMITKD PROFIT-SHAHINO PLANS. 





DividBDdpertodondiug- 


âge 
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.u. 




ia profita. 


ElMUtll" 


,. a^i. 


8^. 
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T..' 
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MOI. 


t 




: "^ 


cent. 


"C 


Par 

mt. 


Nnm- 


P« 


, 


D« 31 IBH 


Î.ÎM 

2,«§S 

1 

1 
•■il 


la» 

ts 

SCO 

38 

11 

3» 

* 
il 


21. i 

il 

8.3 
1S.3 


1» 
11 

38 

i6 


loa 
loa 

ICO 

iro 

33. 
M 

,S 
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lOO 

100 

lot 

IK 
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ANALYSIS OF WORKING OF FIVE TYPICAL LIMITED PROFIT-8HARING 
PLANS. 

AS compared with the proSt-sharing plans described in the pre- 
ceding sections of this report, the distinguishing featurc of the limited 
profit-sharing plans is the limited estent of their application, the 
majority of them having been devised, apparently, either for the 
beuefitof the executive and supervisory employées, as in plans 1,2, 3, 
and 4 described below, or for the benefit of the better paid employées, 
as in plan No. 5. 

Aside from the relatively small proportion of beneficiaries and fchef act 
that only the executive and supervisory or better paid employées are 
allowed to participate, thèse plana in many instances are to be noted 
for tho lack of any definitely announced rule for the computation of 
individual shares in the divisible fund. From this point of view plan 
marked No. 1 ia conaidered as typical. Under its provisions none of 
the employées of the company are infonned as to the method by 
which their shares will be dctermined; they are furthormore specifi- 
cally prohibitcd from communicating to the othcr employées the 
amounts received by them under the penalty of such an action on 
their part resulting "to the disadvantage of the employée involved," 

As far as it could be ascertained, the main principle guiding the 
dotprmination of individual shares imder such plans is that the more 
important the position of the employée, as shown naturatly in the 
amount of saJary he receives and in the désire of the company to 
retaJn his services, the lai^er bis proportion in the divisible fund. 
Tlie working of this principle is clearly sbowa in plan deeignated as 



Aô. 
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PLAN NO. 1. 



This plan has been in opération since 1910 and is applicable only 
to *'officers and employées occupying semiofficial positions," mean- 
ing by this classification managers, superintendonts, and other im- 
portant employées engaged in ^'directing the affairs of the company, 
including officers." Not ail of the employées engaged in the above- 
mentioned occupations, however, are allowed to participate. The 
plan, as annoimced, is addressed to 'Hhe officers and those occupying 
semiofficial positions — to whom this letter [annoimcing the plan] is 
ofiicially delivered." 

Although the spécifie proportion of the profits that is to be dis- 
tributed is announced in advance, the détermination of the amoimt 
of individual shares is left to the discrétion of the management. It 
was stated by ofiBicers of the company that the amount of individual 
shares dépends chiefly "upon the relative importance of the position 
occupied by a spécifie employée,'' and the merit of his service, although 
'^salaries, in a gênerai way, are taken into considération," the higher 
the salary the larger, apparently, the share of profits awarded. 

The basis of determining individual shares is not communicated to 
any of the profit-sharing employées. In fact, as stated in the last 
paragraph of the text of the plan reproduced below, ^'it is the désire 
of the board that there shall not be any discussion among the em- 
ployées as to the amounts received under the distribution," and any 
such discussion coming to the knowledge of the spécial committee 
*'will operate to the disadvantage of the employée involved." 

No profits were available for distribution during 1911 and 1912. 
In 1915, $42,600 and in 1914, $87,500 were distributed. In 1913, of a 
total of 3,414 employed, 72, or 2.1 per cent, shared in the distributed 
profits. In 1914, 2.2 per cent of the total employed benefited by the 
opération of the plan. The profits distributed amounted to 13.7 per 
cent of the eamings of the participants in 1913 and to 24.8 per cent 
in 1914. The cost of the plan to the company in per cent of the 
total pay roll of the entire organization amoimted to 1.5 per cent 
and 3 per cent in 1913 and 1914, respectively. 

The text of this plan is herewith reproduced in fuU: 

To the officers and those occupying semiofficial positions, and managers of the 

Co. and its subsidiary companies, to whom this letter is offidally delivered: 

The company desires those within the above class, upon whose efforts much of the 
succesB of the business dépends aud who are engaged in directing and managing the 
affairs of the company and operating the properties, to share with the stockholders in 
any profits made after a certain amount of net eamings shall hâve been reached. To 
this end the following plan has been adopted: 

Twelve per cent upon the outstanding capital stock of the company is sufficient to 
allow the payment ot a 7 per cent dividend whenever that course may be deemed wise 
and the application of a reasonable su m for betterment or toward surplus. It is 
believed that the business is capable of earning a sum each year much in excess of said 
12 per cent. The company proposes to divide axnon^ Vti^ o^cst^ %sA^^*fe ^yi.^>û:^^îvas^ 
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eemiofficial poeitioDs and managers to whom this letter is officially deUvered, a per- 
centage of the increased eamings over and above 12 per cent on the amount of the 
capital stock from time to time outstanding, the amount to be thus divided to be 
decided each year by the board of directors. The présent intention of the board is 
to distrlbute a sum (in stock of the company) eqiial to 25 per cent of the increased net 
eamings of the company over and above said 12 per cent. Said amount to be dis- 
tributed is to be paid out by direction of the board of directors at the end of each year, 
in such amounts and to such persons as a spécial committee appointed by the board d 
directors shali détermine. The distribution recommended by such spécial committee 
will be made amongst the class above specified and in the proportions fixed by that 
committee. The spécial committee shall make no award to any member of that com- 
mittee, but if any member thereoi shall be within the above class, the amount of the 
award, if any, to such member shall be fixed by the board of directors and not by the 
committee, and such award shall be subject to the same provisions applicable to the 
awards made by the spécial committee. The stock will be distributed on a basis ol 
value to be fixed by the board . In making the distribution one-half will be distributed 
at the end of each year and the other half held in the hands of a trustée or trustées from 
time to time selected by the board of directors; and the stock so issued to, or transferred 
to said trustée or trustées, will be delivered to the benefidary at the end of five yean 
from the beginning of the year in which the profits are eamed. Each man will receive 
a certificate for his interest, the certificate to recite amongst other things: 

(a) That if he remains continuously in the service of the corporation, or one or 
another of its subsidiary companies, for five years from the beginning of the year in 
which the profits are eamed and during ail of said time shall hâve rendered iaithful 
and satisfactory service to the company, or one or another of its subsidiary companies 
the stock is to be delivered to him and that he may do as he likes with it af ter deUvery: 

(6) That if he dies or becomes totally and permanently disabled while in the employ 
of the corporation, or one or another of its subsidiary companies, the stock will be 
delivered to his estate or to him; 

(c) That he can draw the dividends declared on the stock while it is held in trust 
for his account and he remains in the employ of the corporation, or one or another 
of its subsidiary companies, until such shares hâve been delivered to the participant 
or shall hâve been forfeited as herein provided; 

{d) That if, without the consent of the corporation, for any cause^ he shall hâve 
quitted the service of the corporation, or one or another of its subsidiary companies, 
except as provided in (6), or shall be discharged, and except when voluntary retire- 
ment may be made under any gênerai pension scheme which may hereafter be 
adopted, he shall forfeit ail right to said stock, and in such case it will be held in a 
fund which at the end of five years from the beginning of the year in which the profits 
are eamed will be divided among such of the above-mentioned class of the séries of 
that year as shall hâve compUed with ail the conditions; 

(e) That neither it. nor any right thereunder, shall be assignable or transférable by 
the beneficiary, nor shall same bé encumbered either by act of the party or by opéra- 
tion of law without the written consent of the company, and in the event of the viola- 
tion of this provision he and his successors in interest shall forfeit ail right to said stock 
and every right thereunder, if the corporation at any time shall so elect. Provision 
against assignment by opération of law shall not be deemed to prohibit beneficiary's 
estate from receiving the stock if he dies while in the employ of the corporation. 
Until such time as the stock is issued in the name of the certificate holder and deUvered 
to him, he shall hâve no interest therein which will entitle him to vote thereon, but 
the voting power under said stock, if any, may be exerdsed by the trustée or trusteea 

Thus 50 per cent of the amount set aside in this profit-sharing plan for one year will 
he held in the shape of stock and will be given only to such of the membera of thaï 
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séries, and at the end of the period next mentioned. as shall hâve been continuously 
in the employ of the company, or one or another of its subaidiary companies, for five 
years from the Ist day of January of the year in which such profits are earned. 

The board in carrying ont this plan may décide to make the distribution so that as 
to the one-half distributed at the end of the year the employée may receive ail cBtUi 
or ail stock, or part in each, and the other hali that is to be rcceived and held by the 
trustées may be ail cash or ail stock, or part in each. Neither the company nor any 
trustée shall be required at any time to deliver any fractional share of stock, but the 
trustée or trustées shall hâve the right and will for any fractional share to which the 
participant would appear to be entitled and which may not be delivered to the partici- 
pant at the time the stock is deliverable, pay to the participant in cash the pro rata 
price for the fraction of a share not delivered, computed on the price per share which 
the trustée or trustées paid for the stock. The trustées shall be authorized to sell and 
transfer the said stock and to invest and reinvest same as they may elect, subject to 
the approval of the board of directors, and the certificate of interest herein mentioned, 
and ail the provisions thereof shall be deemed to apply as well to such cash or securities, 
if any, in the hands of the trustées, as it does or would hâve applied to stock of the 
company. 

It is not intended to hâve the distribution made pro rata according to salaries 
received, but same is to be made as a reward for efficient services. Profits obtained 
by individual departments, réduction of cost at the factories, closing of contracts of 
spécial importance, harmonious relations with other branches, and ail other matters 
of benefit to the company will be taken into considération by the spécial committee. 

Applicants ior the benefits of this plan shall sign and forward to the treasurer of the 

Co., a form which is herewith incloeed, in which the party states that it is his 

intention to remain permanently with the company, or one or another of its subsidiary 
companies, and that he will use every possible endeavor to maintain harmonious 
relations with other branches, and to unify the company 's interests and to increase in 
every legitimate way its profits, both In his own department and by suggestion where 
it may benefit departments other than his own . This form will insure ail of the names 
of those eligible to participate being before the spécial committee at the distribution 
period. 

While it is the purpose of the company to inaugurate for the 1913 séries the foregoing 
plan on April 1, 1914, treating the year in which the share of profits will be computed 
as commencing January 1, 1913, and will probably continue this plan annually there- 
after with new séries, from each January 1, it bas been thought best not to hâve 
this arrangement in any year take any form which would create a contract obligation 
on behall of the company, prior to or except as the delivery of stock or certificates of 
interest create same, and therefore this plan is one merely of a déclaration of intention. 

The question of what constitutes profits shall be determined solely by the board of 
directors. 

None of the class above mentioned and none sharing in the distribution, nor anyone 
in anywise interested under this plan, shall hâve any right to demand an accounting, 
and the distribution to be made by the spécial committee is to be made wholly within 
its discrétion, subject to ratification by the board of directors, and no right attaches to 
the f und or any Share in it on the part of an employée, and the committee reserves the 
right to withhold participation in part or entirety from anyone, the sélection of par- 
ticipants resting solely upon the judgment of the committee, and ail other questions 
affecting the applicants or rights of certificate holders shall be determined solely and 
finally by the spécial committee as it may from time to time be constituted by direction 
ùt the board of directors, and its ruiings must be accepted as conclusive. 

It ifl the désire of the board that stock so distributed shall not be sold but shall be 
held by the- employée as his own, thereby increasing his interest in the weifare of the 
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Company, and any sale of such stock will be considered a mattcr of bad faitii, and will 
mllitate against the employée in any distribution in a subséquent year. 

It is also the désire of the board that there shall not be any discussion among the 
employées as to the amounts received under the distribution, and any such discussion 
coming to the knowledge of the spécial committee will operate to the di8ad\'antag:e of 
the employée involved. 

Neither this plan nor an\'thing growing out of it shall be constnied to be a contract 
ci employment. 

PLAN NO. 2. 

Plan No. 2 seems to be in a class by itself. Unlike most of the 
plans, profit sbaring, bonus or gain sharing or otherwise, described 
in this report, its main provisions are embodied in the articles of 
incorporation of the company of 1911. Under thèse articles the 
authorized capital of the company is divided into first preferred stock 
($4,500,000), second preferred stock ($50,000), and indnstrial part- 
nership stock ($1,050,000). 

First preferred stock consists of ail convert^d conmion stock, carries 
a fixed cumulative dividend with préférence in assetâ and dividends, 
but no rights to accretions. The rate of dividend (8 per cent) was 
chosen to represent what was considered a fair retum on the capital, 
at the time of reinoorporation, invested in the concem. 

Any profits remaining after thèse dividends hâve been fuUy paid 
are invested in the business, and against theni is issued yearly the 
so-caDed industrial partnership stock. 

Only to ''principal employées/' such as sales managers, senior 
salesmen, department heads, foremen, etc., is industrial partnership 
stock issued. ''Principal employées '* includes only those who hâve 
at leastseven years of service and an annual rémunération of at least 
$ 1 ,200, or six years' service and a rémunération of $ 1 ,500, or five years' 
service and a rémunération of $1,800, and who hâve contracted in 
writing for the stock. Rémunération for overtime work or piece- 
work or commissions is not to be included in the above eamings. 
Individual shares of profit are based exclusively upon the salaries of 
the participating employées. 

To ascertain the amount of net profits to be divided among partici- 
pating employées, temied industrial partners, not less than 6 per 
cent is allowed for dépréciation; 8 per cent, cumulative dividend, is 
paid on first preferred stock; next a cumulative dividend at a rate 
determined by the by-laws (but in no case to be less than 4 per cent) 
is paid on second preferred stock; 5 per cent of the remaining net 
profits are then set aside for the purpose of buying shares of first 
preferred stock at the discrétion of the directors ; out of one-half of 
the remaining net profits, dividends, not to exceed 20 per cent, are 
paid to holders of mdustrial partnership stock; the other half of the 
remaining net profits, subject to provision being made for a reserve 
fund^ is apportioned to "principal employées,'' upon the basis of 
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their eamings, in shares of industrial partnership stock issued at par. 
Beginning with January 1, 1913, no further issue of industrial part- 
nership stock can be made uniess at least a 5 per cent dividend is paid 
on the outstanding industrial partnership stock. 

Until industrial partnership stock to the amount of $1,000,000 is 
issued the entire voting power of stockholders is vested in the holders 
of the first preferred and industrial partnership stock, each holder of 
the former being entitled to one vote for each share held and each 
holder of the latter being entitled to one vote for each 10 shares held. 

At the next annual meeting after industrial partnership stock to 
the amount of $1,000,000 shall hâve been issued, the entire voting 
power wifi re^t with the holders of that stock, uniess: (a) For any 12 
months dividends on first preferred stock average less than 4 per 
cent; (b) if for any 24 months such dividends average less than 6 
per cent per annum; (c) if for any 36 months such dividends average 
less than 7 per cent; or (d) if for any period of four years ail cumu- 
lative dividends hâve not been paid in f ull. The voting power reverts 
to the preferred stockholders in cases (a) and (b) temporarily, and 
in cases (c) and (d) permanently. 

AU shares of industrial partnership stock are nontransferable and 
nonassignable except to the company itself . When a holder of such 
stock, from whatever cause, ceases to be an employée, no dividends 
thereafter accrue from his stock, and he or his légal représentative 
must resell his shares to the company at par or, at the company^s 
option, exchange them for second preferred stock. 

Employées contraoting for industrial partnership stock hâve no 
right to any accounting by the company conceming its business or 
profits. They are subject to the rules and discipline ,of the company 
and to discharge like other employées, but with the right of appeal- 
ing in writing to the directors, whose décision is final. 

RESULTS OF THE WORKING OF THE PLAN. 

The percentage of the total employed that partioipated in the dis- 
tributed profits during the period of existence of the plan, 1912 to 1915, 
varied from 7 (the lowest) in 1912 to 8.4 (the highest) in 1915. 
Over one-half of ail the participants in 1914 were associated with the 
selling end of the business in the capacity of directors of sales, dis- 
trict managers of sales, and ordinary salesmen. Slightly over one- 
fourth of the participants held executive and supervisory positions 
in the manufacturing departments of the business. The remainder 
of the participants occupied clérical positions of varions kinds. In 
this connection, however, it is interesting to note that although con- 
stituting only 8.4 per cent of the total employed in 1915, the partici- 
pating groùp received 26.3 per cent of the total pay roll. 
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The following table shows the annual salaries of the employa 
participating in the profit sharing during the year 1914: 

Salary. Numbcr. 

$1,200 to $1,500 55 

$1,500 to $1,800 45 

$1,800 to $2,000 35 

$2,000 to $3,000 43 

$3,000 to $5,000 22 

$5,000 to $10,000 6 

$10,000 and over : 4 

210 

Thus it may be seen that about two-thirds of the participants 
received less than $2,000 per year, less than one-third from $2,000 to 
$5,000, and only 10, or 4.8 per cent, of ail participants received an 
annual salary of over $5,000. 

The amounts distributed as profits constituted the following per- 
centage additions to the ordinary eamings of the participants: In 
1912, 33.3 percent; in 1913, 36.2 percent; in 1914, 25 percent, and in 
1915, 24.9 per cent. 

The cost of the plan to the company in terms of per cent of the 
total pay roll was: In 1912, 7.6 percent; in 1913, 9.2 per cent; in 1914, 
6.3 per cent, and in 1915, 6.5 per cent. 

TTie following table shows the number of participating employées 
who hâve left the employ of the company since the inception of the 
plan and the causes for leaving: 

Table 29.— PARTICIPATING EMPLOYEES LEAVING EMPLOY OF COMPANY, B Y YEAR8 

AND CAUSES. 



YeftT. 



D«ath. 



1912 
1913 
1914 



1 
1 
2 



Dis- 
charge. 



2 
3 
2 



Volun- 

tary 
leaving. 



2 
7 



Other 
causes. 



2 
2 
2 



Total. 



5 

8 

13 



Ont of a total of slightly over 200 industrial partners during each 
of the years of the existence of the plan the following numbers left the 
employ of the company for causes stated below: In 1912, 5; in 1913, 
8; in 1914, 13, making a total of 26 in three years. The following are 
the causes of their withdrawal from employment: Voluntarily, 9; 
discharged, 7; death, 4; other causes, 6. 

As noted elsewhere, the divisible profits are reinvested in the busi- 
ness of the company, the spécifie annual amoimts being capitalized or 
converted into industrial partnership stock to be distributed to par- 
ticipating employées — the industrial partners — on the basis of their 
respective salaries. 
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The following table shows the number of participating employées, 
the number of shares held by them and the par value of thèse shares 
for the years 1911 to 1915: 

Table aO.-NUMBER OF PARTICIPATING EMPLOYEES AND NUMBER AND PAR VALUE 

OF SHARES HELD, BY YEARS, IWl TO 1915. 



1911 
1912 
1913 
1914 
1915 



Partfei- 




Par 


pating 


Shares 


value of 


employ- 


held. 


shares 


MS. 




held. 


167 


410 


$4,100 


190 


15,499 


154,990 


202 


34,103 


341,030 


210 


46,882 


468,820 


228 


59,696 


596,960 



The value of the industrial partnership stock held by employées on 
March 1, 1916, was $596, 960. This amount constituted slightly over 
10 per cent of the en tire authorized capital stock of the company and 
was held by 228 employées, or 8.4 per cent of the total employed. 

The text of this plan is reprinted herewith in f ull : 

ARTICLES OF ASSOCIATION. 

1. (a) Said firat preferred stock may be issued in payment for the property and 
afisetfl, including good will (including name) of the original company, with the assump- 
tion by this company of the liabilities of the original company, accrued or accruing 
or arifiing out of the state of a£&drs existing at the time of such purchase. 

(6) No increase of first preferred stock shall be authorized without the written 
consent of the holders of three-fourths of the thcn outstanding stock of each of the 
three classes of stock. 

2. (a) Second preferred stock may be issued only: First, in exchange for industrial 
partnership stock, as hereinafter provided; or, second, for cash or property. 

(6) Increases of second preferred stock may be authorized by vote of a majority 
of ail stock outstanding of the classes or class of stock then entitled to vote as herein- 
after provided in paragraph II. 

3.* (a) The first issue of industrial partnership stock shall be for cash to such em- 
ployées of the original company as shall be designated by the directors of this new 
company as having substantially fulfilled the requirements as to time and rémunéra- 
tion of i»rincipal employées as hereinafter set forth; and each such employée may 
Bubscribe, payable in cash, for shares, disregarding fractions, in proportion to salary. 

(6) Ail subséquent issues of industrial partnership stock shall be to principal em- 
ployées as defined and limited in paragraph 8 of this agreement, but after January 
1, 1913, no such issue shall be made unless a dividend for the preceding calendar 
year of at least 5 per cent in cash on industrial partnership stock alrcady outstanding 
shall be paid or provided for. 

(c) Increases of industrial partnership stock may be authorized by vote of a ma- 
jority of ail stock outstanding of the classes or class of stock then entitled to vote as 
hereinafter provided in paragraph 11. 

4. In ascertaining net profits: 

(a) The valuation of good will (including name) of the original company shall not 
be increased beyond the valuation thereof at which it is taken in this company's 



1 This cash purchase applied only to an initial issue of $4,100. The article is no longer operative. 
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purchase of the property and assets of said original company; nor ahmll any sum be 
added for good will (including name) of thia company. 

(b) The total amoiint allowed for dépréciation since the organization of this com- 
pany shall not at any time be less than a yearly allowance of 5 per cent, figured on 
dies, tools, fnmiture and fixtures, buildings, and machinery. 

5. First preferred stock shall be entitled to a preferential cumulative dividend 
at the rate of 8 per cent per annum, payable quarterly as and when declared by the 
directors, and shall begin to accrue as of or on December 1, 1911. 

6. Second preferred stock may, as herein limited, be issued in séries under pro- 
visions in the by-laws and amendments thercof : the first séries to include ail second 
preferred stock issued until, by amendment of the by-laws, the rate of dividend ia 
changed; the second séries to begin upon such change of rate and to include ail second 
preferred stock issued until another such change of rate; and so on, aimilarly, as to 
subséquent séries. But the rate so provided for any séries shall always remain the 
rate of dividend for that séries. 

The first séries of second preferred stock shall be entitled, after dividends on first 
preferred stock hâve been paid or provided as aforesaid, to a i»eferential cumulative 
dividend at such rate (not less than 4 per cent per annum) as may be provided in 
the by-laws. 

The second séries of second preferred stock shall be entitled to a dividend (sindlar 
in préférence to said first séries dividend) at such rate as may be provided in the 
amendment to the by-laws; and so on, similarly, as to subséquent séries. But in 
no séries shall the rate of dividend provided be less than 4 per cent per annum. 

7. After ail first and second preferred dividends hâve been provided for as abo\'e 
required, there shall be set aside annually out of the remaining net profits 5 per cent 
of such remainder for the purpose of buying in shares of first preferred stock as and 
when the directors may deem it expédient. 

Out of one-half of the remaining net profits, dividends may be declared and paid 
annually to holders of industrial partnership stock. The rate shall not exceed a 
total of 20 per cent for any year. 

8. After ail above requirements shall hâve been fulfilled, the remaining net profits 
shall be apportioned under provisions of the by-laws to principal employées as extra 
rémunération for services theretofore rendered by them, except that an amount or 
amounts not at any time exceeding a total of 10 per cent of the total par value of the 
thon outstanding capital stock of ail classes may be reserved in a suspense account 
at the discrétion of the directors, who may likewise dispose of the same, except as 
may be otherwise provided by the by-laws. 

Such extra rémunération shall be paid to each principal employée by issuing to him 
for such serN-ices, out of authorized industrial partnership stock, shares of industrial 
partnership stock of the total par value equal to his apportioned extra rémunération. 

Principal employées shall be limited to the following: 

Employées (including salaried officers) of this company, at the time any such ap- 
portionment is voted, whose aggregate service in this company (including time served 
with the original company) shall amoimt, at the end of the calendar year for which 
such apportionmcnt is made, to the time set forth below, and whose rémunération 
artually received from one or both of said companies during such calendar year (but 
not counting rémunération paid for overtime work or pièce work or commissions) 
shall havc been as set forth below, and which rate of rémunération in this company 
shall hâve been approved by a two-thirds vote of ail the directors, namely: 

At least seven years' service and rémunération of at least $1,200, or at least six 
years' service and rémunération of at least $1,500, or at least five years' service and 
rémunération of at least $1,800, and who shall hâve contracted in writing with this 
company for extra rémunération. 
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9. (a) Ail ahares of induBtrlal partnership stock shall be nontransferable and non- 
dgnable, except to or for thia company as provided below. 

(6) Whenever an industrial partnership stockholder ceases, from any caiiae, to be 
an employée, no dividenda ahall thereafter accrue to his atock, and he or hia légal 
représentatives ahall forthwith tranafer and aasign such industrial partnership stock 
at and in accoidance with the request of thia company, upon payment or tender by 
thia company of the par value thereof, or at the company'a option upon ita iaaue or 
tender (in exchange for auch induatrial partnership ahares) of an equal number of 
second preferred ahares. In either case there shall also be paid in cash ail declared 
but unpaid dividenda. 

(c) No auch induatrial partnership aharea ahall be paid for in caah, however, if any 
obligationa due to ôrat preferred atock remain unaatisfied or if the company'a capital 
shall hâve or would thereby become impaired. 

10. In case of liquidation or dissolution of the company or a distribution of ita 
aasets, or in case of any sale of substantially its entire property and assets, firat pre- 
ferred atock ahall be entitled to a préférence to the extent of $125 a ahare and ail 
accrued but unpaid dividenda thereon; and thereafter aecond preferred atock ahall 
be entitled to a préférence to the extent ef $10 a share and ail accrued but unpaid 
dividenda thereon; and then industrial partnership stock shall be entitled to receive 
$10 a ahare and ail declared but unpaid dividends thereon — after which ail aurplua 
value remaining ahall be divided pro rata among the holdera of ail classes of stock 
according to their total par value holdings. 

11. Until industrial partnership stock to the amount of $1 ,000,000 in par value shall 
hâve been issued, the entire voting power of stockholders, except as otherwise pro- 
vided in subdivision (c) of this paragraph, shall vest in firat preferred and industrial 
partnership stock together, each holder of first preferred stock being entitled to one 
vote for each share held and each holder of industrial partnership stock being entitled 
to one vote for each 10 shares held, but without any fractional vote for any sharee 
aggregating less than 10 shares. 

At the next annual meeting of the stockholders after industrial partnership stock 
to the amount of $1,000,000 shall hâve been issued, the entire voting power of stock- 
holders shall vest and remain in holdera of industrial partnership stock, except that 
holdera of first preferred stock or holders of first and second preferred stock shall hâve 
voting power as hereinafter provided: 

(a) If for any 12 montha dividends on first preferred average less than 4 per cent 
per annum, except in case of deAruction of any substantial part of the manufacturing 
plant by Gie^ earthquake, or other natural calamity, or if for any 24 months such divi- 
dends average less than 6 per cent per annum, then holders of first preferred stock 
fihall hâve sole voting power of stockholders, but without power to alter or amend 
this agreement, except by vote of two-thirds of each class of stock, outatanding; but, 
when f ull obligations to first preferred shall hâve been again eamed and paid (figuring 
minimum dépréciation as ^bove provided in paragraph 4), voting power shall revert 
to holdera of industrial partnership stock, and the original plan shall be carried on, 
unlesa meanwhile sole voting power shall hâve finally vested in first preferred stock- 
holders as provided in the folio wing paragraph (6). 

(6) If for any 36 months such dividends average less than 7 per cent per annum, or 
if in any period of foiu* years the company shall not hâve paid ail cumulative dividenda 
in fuU, ao that there shall be no dividend or part of any divddend in arrears, then 
sole voting power shall vest at the next annual meeting and thereafter remain in 
first preferred stockholders. 

(c) In cùàe of a propoeed diaaolution of the company or of amend ment or altération 
of this agreement, or of a sale or lease of ail or auch aubstantial part of its proporty as 
would involve a virtual change or abandonment of the company'a buainess, holders 
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of àU clasees of stock shall be entitled to vote; and surh disBolution, amendment or 
altération, or sale or lease, may be voted and authorized by vote of a majority of the 
outstanding stock of each class in the case of a dissolution, and of two-thirds of the 
outstanding stock of each class in case of such amendment or altération or sale or 
lease-. 

12. No mortgage or mortgagee for more than a total of one-half the par value of ail 
classée of stock then outstanding shall be given or placed upon the company 's property 
or any part of it without the written consent of the holders of three-fourths of the 
then outstanding first preferred stock. 

BY-LAWS. 

Article II. — Employées — Contract for extra rémunération — Tnditstrial partnerêkip 

stock. 

■ 

Section 1. Contract for extra rémunération. — The directors, or any officer or officere 
of the Company authorized by them for such purpoee, may contract in behalf of the 
Company in writing with employées for extra rémunération for future services, as 
limited by the agreement of association and as hereinafter pro\ided . 

Sec 2. No right of accounting. — It shall be agreed in each contract between the 
Company and any such employée that he shall hâve no right thereimder to any ac- 
counting by the company conceming its business or profits, and that, if notwithstand- 
ing such agreement it is deemed that he bas any such right, he waives the same. 

Sec 3. Suhject to rules, and discipline and discharge — Appeal. — Employées holding 
Buch contracts shall at ail times be subject to the rules and discipline of the company 
and to discharge like other employées, but with the right of appeal, upon discharge 
or forced résignation, to the directors, whose décision shall be final: such appeal to 
be made in writing and presented within 30 days from the date of such dischaige or 
forced résignation; and pending the appeal such employée may be suspended. 

Sec 4. Apportionment of net profits — Fractional adjustment. — Such net profits as 
are to be apportioned as extra rémunération for such services among the principal 
employées shall be apportioned annually in proportion to the amount of rémunération 
actually received during the entire preceding calendar year by such principal em- 
ployées (not including any remimeration for overtime work, piecework, or commi»- 
sions), except that in determining such proportions ail amounts in excees of $10 (the 
par value of the shares of industrial partnership stock) or in excees of any multiple 
of $10, up to and including $5, shall be disregardett, and ail euch excees amounts 
from $5 to and including $9.99 shall be considered $10. In making thèse fractional 
adjustments, amounts may be supplied from or carried to the suspense account. 
The directors may likewise, at any time after January 1, 1912, apportion similar net 
profits eamed from the incorporation of this company to December 31, 1911, inclusive.' 

Article IX. — Amendment — Altération — Repeal. 

Amendmentf altération, repeal. — Thèse by-laws may l>e amended, altered, or re- 
pealed at any meeting of the stockholders, when only one class of stock is entitled 
to vote, by a two-thirds vote of ail the outstanding stock of such class; and, when fiist 
preferred and industrial partnership stock are entitled to vote together, by a vote of 
two-thirds in interest of the total par value of the outstanding shares of said two classes 
of stock, without regard to the présence of such two-thirds of each class: Provided, 
however, That the notice calling any such meeting shall contain notice of the purpoee 
^^^^lend, al ter, or repeal a by-law or by-laws, specifying or identifying the by-law 
M l^^tobeamendcKi, altered. o„ei;eale<.. 

^^^Êbr issue of Industrial partnership stock for services, see Articles of Association, paragrapii & 
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As can readily beseen from the articles of incorporation reproduced, 
the entire plan of this firm is based upon specified contractual rela- 
tions. Thns each of the participating employées, or of the indnstrial 
partners, as they are called in the plan, in order to corne nnder the 
plan, is obliged to sign the foUowing con tract: 

CONTRACT WITH EMPLOYEE FOR EXTRA REMUNERATION. 

(Not a contract of employment.) 

Co. and hereinafter called employée, in conâderation of $1 by each 

to the other paid, the receipt whereof is hereby acknowledged by each, aud aleo in 
considération of the following promises and a^eements by each to the other made, 
do hereby covenant, agrée, and contract as follows: 

(1) That certain provisions of the agreement of association and by-laws of said Com- 
pany relating to extra rémunération, printed on the back of this contract, are hereby 
made, and agreed to as part of this contract. 

(2) That, at the date of signing this contract, said employée is within said provisions 
as to time of service and rate of rémunération, which are preliminary requisites to 
becoming a principal employée. 

(3) That 80 long as said employée remains an employée of the company, and fiilfills 
for any calendar year ail the said printed provisions requisite to becoming a principal 
employée, he ahall be entitled as principal employée to receive, as extra rémunéra- 
tion tor services for each such calendar year h proportional share of net profits for 
each such calendar year, to be paid to h in industrial partnership stock: Pro- 
videdj That at the date when the vote is passed apportioning net profits for any preced- 
ing calendar year he shall still be an employee^of the company. 

(4) The company may terminate or modify this contract as may be required by any 
altération or amendment or repeal of said agreement of association or by-laws. 

PLAN NO. S. 

In many of its essential features plan No. 3 resembles closely plan 
No. 1 reproduced and described above. Its main point of distinction 
is the fact that the beneficiaries are informed of the basis upon which 
their shares will be computed. 

The application of this plan is limited to ^'men in the organization 
who hâve authority to formulate poUcies, make commitments, engage 
employées, and approve expenditures of money," with the exception 
of executives who hâve spécial bonus agreements with the company, 
as part of their contractual salary. 

For the purpose of distributing the available profits the eligible em- 
ployées are classified into four distinct and separate groups, as per 
section 2 of the plan, each group receiving a spécifie part of the total 
amount available for distribution duiing each spécifie distribution 
year, each group amoimt being apportioned among its members on a 
per capita basis. 

Provisions slightly différent from those shown in the reproduced 
text govem the distribution of the profits assigned to group 4 — 
plant foremen, managers of bureaus, chief clerks of departments, and 
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distant branch managers. The points of distinction are as follows: 

) The form of payment of the shares is ail cash in groap 4, 
s against part cash and part stock in the cases of the first thiee 
,TOups, as per section 3 of plan; and (2) employées of group 4, 
n case of leaving employment, forfeit share for cnrrent year only, 
^hile members of the first three groups, aside from forfeîting the 
shares for the current year, forfeit also one-fifth of the share paid to 
them in stock (stiU held by the company) dm-ing the previous year. 

The spécifie part of the divisible profits assigned to each of the 
gronps of participants varies from year to year, changes being made 
at the discrétion of the committee in charge of the plan. For 1915 the 
fund was apportioned as follows: Groups 1 and 2 each received 30 
per cent and groups 3 and 4 each received 20 per cent of the fund. 

Of a total of 9,645 employées of the company, 271, or 2.8 per cent 
participated in the distribu ted profits of 1914. The number of 
employées in each of the four groups were as follows: 10 in group 1, 
64 in group 2, 197 in group 3, none of the employées appearing in 
group 4. This is accoimted for by the fact that prior to 1915 this 
group had not as yet been brought under the plan. The preliminary 
profit-sharing list for 1915 gives the group distribution as follows: 
Total participating 314, of which 11 are in group 1, 36 in group 2, 
52 in group 3, and 215 in group 4. On this basis the available profit- 
sharing fund for 1915 wiU be distributed as follows: 

Table 31.— DISTRIBUTION OF PROFITS OF 1916. 



Group No. 


Employées par- 
ticipating. 


Percent 

offund 

aUotted. 


Number. 


Percent 

ineanh 

group. 


1 


11 

36 

52 

215 


3.5 
11.5 
16.6 
68.5 


30 
90 
20 
20 


2 


3 


4 



To 85 per cent of ail the participants will be allotted 40 per cent of 
the profit-sharing fund, while 15 per cent of ail — mostly high execu- 
tives — ^will receive 60 per cent of ail the distributed profits. 

The text of this plan, as announced for 1915, is herewith reproduced 
in full: 

On April 6, 1915, the dîpectore voted to continue the employées* profit-sharing phur 
for the year of 1915, making some modificationfl as to the grouping of participanta bu 
not changing the total amount of the fund, and by reason of the responsible executii 
position which you occupy and in the beliof that your work and efïorta can materia) 
uence the profits of the business, wc take pleasure in advising you that your naJ 
< been placed on the liât of participants for this year. ^ 
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Thls statement of intention conceming a voluntary and contingent distribution of 
a certain part of our 1915 profits doee not in any way constitute a contract on the part 
of the corporation, nor alter or affect any of its contract relations, with you or othcr 
employées. Unless we receive at once your written declination of this offer we will 
nnderstand that you accept it on this condition. 

The plan is continued for the fiscal year of 1915 only, but it will be renewed from 
year to year unless, in the judgment of the board of directors, it shall prove undesirable, 
or expérience suggests amendments or modifications. 

The déductions from the total net profits referred to in the plan will amount to 
approximately $2,640,000 for the year 1915, and therefore the total net profits this 
year must exceed this amount before anything will be set aside for the fund. For 

example: 

The amount 

applicable to 

youreroup 

If the net The total willbe 

profits of fund will per 

1915 are— be— cent, or— 

$2, 649, 000 Nothing. Nothing. 

3, 640, 000 $120. 000 

4,640,000 260,000 

6, 640, 000 410, 000 

6, 640, 000 560. 000 

7,640.000 710,000 

Etc. Etc. Etc. 

The number of participants in your group as at présent constituted is men 

and your share, on a per capita division, will be of the amount earned by your 

group. However, the finance committee reserves the right to increase or decrease 
the number of participants in your group as may be necessary from time to time 
which of course may slightly alter thèse figures. 

The fund shall be known as the "employées' profit-sharing fund,'* and it shall be 
administered by the finance committee and under the folio wing terms and conditions: 

1. The fund. — ^The fund shall be romputed in the following manner: From the Con- 
solidated net profits of and subsidiary companies as certified to by our auditors 

there shall be deducted: (1) The amount of the 7 per cent dividends on the preferred 
stock; (2) the amount which, under its charter, the corporation is required to set 
aside annually in ''Spécial surplus accounf for the amortization of the preferred 
stock, and (3) a further amount equal to 5 per cent upon the common stock outstanding. 
There shall thereafter be computed a sum arrived at by taking 12 per cent of the 
balance remalning up to the first $1,000,000 thcreof; 14 per cent of such balance in 
excess of $1,000,000 and up to $2,000,000; and 15 per cent of the excess of such balance 
over $2,000,000, which sum shall constitute the fund. 

The crédits to the "Spécial surplus account" for the amortization of the preferred 
stock will reduce the amount of the preferred di\ddend8, andthus increase the amount 
available for the fund each year. 

The total fund shall be distributed to the participants by dividing the amounts into 
four parts, one part for each group, by use of percentages adoptcd for each division 
annually by the finance committee. Thereafter the amount of each group fund shall 
be equadly divided among the participants thereof as described below. 

2. ParHcipcmU. — ^Employées entitled to participate shall be only thoee holding 
executive positions as described below, whose responsibilities include spending the 
corpoiation'B money, handling its property, making commitments for its account, 
and the employment and supervision of its employées. 

Participanta shall be divided into four groups, according to positions held, and 
according to whether, and to what extent, the finance committee may deem a partici- 
pant is contributing to the corporation*s profits by reason of his position, worth,and 
loyalty, as followa: 
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Group No. 1 : The principal operating heads at and . 



Group No. 2: Managers of principal dcpartmenU(. junior officers, managerB large 
brancheti, and gênerai plant superintendents, at and . 

Group No. 3: Assistant managers of principal departmente, managen minor 
branches, assistant plant superintendents, and gênerai foremen, at and . 

Group No. 4: Plant foremen, managers of bureaus, chief clerks of depvtments and 
assistant branch managers. 

At the beginning of each year, the officiai heads of the executive, manufacturii]^, 
odes, financial, and accounting dcpartments shall submit a list of propœed participanti 
to the finance commlttee, from which the committee shall make aelectioDs, approve 
those entitled to partidpate in the fund, and notify each person aocordingly. 

No director of the corporation, nor any officer or employée holding a penonal bonut 
contract, shall participate in the fund, unless such participation is approved by the 
executive committee. 

3. Distributian offund, — Within 30 days after the annual audit of the corponitk»'s 
books shall bave been completed, each participant will be notified of the amount of 
bonus, if any, to which he ia entitled under the plan and will reçoive a check for not 

lees than per cent of the amount and subject to poesible forfeiture mentioned 

below, a participating certificate for the balance covering common stock of the cor- 
poration, which stock will be delivered to him 25 per cent after the fiist year, 25 per 
cent after the second year, and 50 per cent after the third year, provided he has 
continued unintemiptedly in the service of the corporation. Any dividende received 
upon said stock while in the possession of the corporation will be pramptly paid to 
participants. 

Participants shall hâve no right to aaslgn stock held for their account by the cor- 
poration, and any attempt at assignment will give the corporation the rig^t to remove 
the person making it from the list of participants. 

The finance committee shall h^ve discrétion after August 1 of each year, if the ntt 
profits warrant it and the market price of the common stock seems favonbie, to buy 
common stock from time to time for the account of the fund, in order to give employées 
the benefit of porchases at as low priées as possible. 

4. Promotions. — In the event of promotion no change shall be made during the 
Giinent year in the group to which a participant is already aseigned. 

5. Résignations. — Participants who resign from the service during the year ahall 
not be entitled to participate, proportionately or otherwise, in the fund of the current 
year, and shall f orfeit to the corporation as a penalty 20 per cent of the common stock 
held for their account from the bonus of the previous year. 

6. Dismissals, — Participants dismissed from the service during the year, for lack of 
efficiency or because their services are no longer requiied, shall not be entitled to 
participate, proportionately or otherwise, in the fund of the current year, but ahall 
reçoive the f uU amount of common stock, if any, held for their account fom proviooi 
yeaiB. 

Pïurticipants released on account of curtailment in business or ehutdowiie, and nol 
on account of lack of efficiency or conduct prejudicial to the corporation'a buiiiieaB, 
or being officers and failing of réélection, shall be entitled to their pr o por ti onate 
participation in the fund of the current year, and shall receive the fuU amount ol 
oonmion stock, if any, held for their account from previous years. 

7. Disability and death. — Participants compelled to leave the service on account ol 
protracted illness, disability, or old âge, shall be entitled to their prqfKxrtionate pa^ 
ticipation in the fund of the current year, and shall receive the full amount of common 
stock, if any, held for their account from previous years. 

In case of the death of a participant having stock held for his account as above, 
corporation shall promptly deliver it to his légal représentative, and aa aoon Hiere* 
M8 detemùned shall deliver to his légal représentative his proportion of the caih 
^k from the fond of the current year. 
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PLAN NO. 4. 

This limited profit-sharing pUu^ in opération since 1912, was 
framed, according to statements of the management, with two ob- 
jects in view — (1) additional reward to and récognition of deserving 
employées, and (2) greater and better results for the company in the 
way of greater efficiency, reduced costs, and improvement in the 
quality of the finished product. 

Profit sharing imder this plan dépends, first, on the company's 
net income for the year, the rate of participation being govemed by 
the amount of such income in excess of stipulated requirements; 
second, on the standing of the partioular manufacturing or sales imit 
with which a spécifie employée is connected; and, third, upon the 
length and character of the service of the individual employée. 

Individual shares of profits dépend upon the net income of the 
company above a certain specified minimum. When the net profits 
of the business exceed the stipulated minimum, for the first $100,000 
of such excess a profit-sharing dividend of 8 por cent on salaries or 
wages is declared; for the second $100,000 in excess of the minimum 
8.1 per cent is paid; and for each additional $100,000 above the 
minimum profits two-tenths of 1 per oent is added. Ât a certain 
point further the relative increase is changed from two-tenths of 1 
per cent to three-tenths of 1 per cent. Shares or profits are paid 
whoUy in cash, but under certain conditions the cash received by an 
employée as his profits may be used to purchase shares of conmnon 
stock of the company at par. For instance, each employée whose 
dividend totals $200 or more is privileged to subscribe for whole 
shares of the company's commoa stock at par ($100) up to the 
amount of even himdreds of his cash distribution. Such subscriptions 
are entirely optional with the employée. 

The plan is administered by a committee consisting of the ofiicers 
of the company and the head of each department involved. 

The standing of the particular manufacturing or sales unit for piur- 
poses of profit sharing is established by a very elaborate method of 
accoimting which takes into considération controUable costs and 
quality of finished product in the case of manufactiuring units, and 
increased sales, controUable sales expenses, etc., in the case of sales 
units. It is to be noted that the basis of factory participation is quahty 
and cost of the finished product. In order to equitably détermine 
the eligibility of the varions factories it was f ound necessary to adppt 
"a few arbitraries, '' as detailed below. 

Owing to the f act that the factories are located in différent zones — 
paying différent priées for their manufacturing material — it was 
deemed fair that ail factories be charged with the same priée for 
their raw materials; also that the charge for dépréciation be elimi- 
oated from factory expenses. This is doue in order to ^ut «IL ti^b 
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plants on the same basis, thus holding the superintendents and their 
assistants responsible only for expenses directly under their control. 

By reason of the factories manufacturing différent sizes and 
br^inds, and in order to level them down to a common basis, a System 
is in force whereby the average. cost of the total output of each f actory 
is ascertained; an arbitrary figure per unit is then credited to the 
f actory having the lowest cost and the other factories making the same 
size or brand are credited with the différence between their cost 
and the lowest cost plus the arbitrary figure. AU factories coming 
within a f air range of best practice are eligible to profit sharing. 

To cover finished product not up to the standard quality, ranging 
from one-tenth to one-half of 1 per cent of their year's output, the 
factories are penalized from a minimum of 2 per cent to a maximum 
of 10 per cent. Any f actory exceeding one-half of 1 per cent becomes 
inéligible for profit sharing that year. 

The positions participating in the profit sharing of factories are as 
f oUows : 

Superintendent, assistant superintendent, head bookkeepers, in- 
spectors, foremen, operators, chief engineers, chief firemen, and 
chemists. 

Ctty Bnuiches. 

In determining the eligibihty of the city salec branches, an effi- 
ciency score is kept on the f ollowing lines : 

Sales. — For each 1 per cent of increase, crédit is given up to a 
maximum of 20 points; minimimi, 2 points. 

Cash collections. — For each one-fourth of 1 per cent over standard, 
crédit is given up to a maximimi of 20 points; minimum, 10 points. 

Container collections. — For each 1 per cent over standard a maxi- 
mum of 10 points; minimimi, 5 points. 

Totul operating cost, per point. — For each one-tenth of 1 per cent 
decrease per point, crédit is given up to a maximimi of 26 points; 
minimum, 2 points. 

General condition of hranch property. — ^Maximum of 8 points, mini- 
mum of 3 points. 

Condition of salesmen^s booJcs. — ^Maximum of 8, and Tnin iTmim of 3 
points. 

Condition arvd appearance of equipment. — ^Maximum of 8, and 
minimum of 3 points. 

Tliis allows a possible score of 100 points. A score of 70 or more 
points entitles to profit sharing. 

Rents and dépréciation are eliminated in establishing cost of 
delivery. 

The participating positions are as follows: 

Superintendents, assistant superintendents, inspectons, cashiers, 
fd head hookkeepers. 
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General oflee mad fldd men. 



To this group of participants beloiig employées holding the more 
important positions in the gênerai office and some men in the field 
not connected with any particnlar plant. AJl employées in the gên- 
erai office receiving $2,000 or more per annum are eligible, miless in 
some spécifie case a department head recommends otherwise. The 
admission of employées receiving this salary, without regard to posi- 
tion, is considered fully warranted, as mider this company's method 
of advancement, it is said, it means proven efficiency as well as a 
satisfactory service. When the force is augmented by outside men 
at a salary of or exceeding $2,000 (which is not fréquent) , it is invariably 
becanse of a technical knowledge or a spécial fitness which would 
entitle them to profit-sharing considération aside from salary. 



Salewnea. 



The eligibility of salesmen is dépendent on a certain percentage 
of increase in the sales of the company's leading brand over the sales 
of the previous year. 

Remha et the worklnf of the plan. 

A total of $171,824 was distributed as profits during the first two 
years of the opération of the plan, the dividends on the eamings of 
the participants amoimting to 8.3 per cent in 1913, and 8.1 in 1914. 
No profits were available for distribution for the business year end- 
ing Jime 30, 1915. The relative proportions of the total employed 
that participated were as foUows: In 1913, 837 or 9.6 per cent; in 
1914, 860 or 9.2 per cent. The cost of the plan to the management, 
in terms of a percentage of the total labor pay roU was 1 .3 per cent 
and 1.2 per cent in 1913 and 1914, respectively. 

PLAN NO. 5. 

The application of the foUowing plan. No. 5, is restricted to em- 
ployées eaming *'not less than $780" per year. The first distribu- 
tion imder it wiU be made on February 1, 1917. 

The following is the text of this plan as annoimced to the officcrs 
and employées of the company on December 31, 1915: 

1. The company will distribute among the oflScere and employées entitled to share in 
the benefits of the plan so much of ita common stock as shall hâve beon acquired by it 
for the piirpoee by an expenditure of money oqual in amount to 20 per cent of its net 
profits for Ûie year 1916 remaining after making certain déductions, as hereinafter de- 
fined and explained. Net profits remaining after such déductions shall mean the net 
profits remaining after deducting from the consolidated net profits of the company for 
the year 1916 asdetermined by its auditors, whose détermination shall be final — first, 
the fiiU amount of dividends on the preferred stock of the company for the year 1916 
and then an amount equal to 5 per cent on its common stock outstanding at the end of 
the year. 
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1. *'.pb1-t •:t5f-*rr<t i^i* -m *: h. '-»•». .ûtfr "a^ia pi»?«!«Hv»?rk->s. «ho ikill hâve beeD in the 
«Kiipû^j -:c Tii^ •txLZiiJi r :m* :r r^f «ll*: «txaAiilaz7 mpinif b liinr ippr n»imaf<> ly the 
encÎTP '^a^^iiiLT v-^or >'.-? la»: ^ijil romain, la «nA •Hiirti:^ tbôI Februry 1, 1917, and 
wli.:»»e aàiar7 : r -J!»» -'-ur 1 m «iùl a^T» ^•■«i ant îew dtin ApfvoxÎBStely |780, du&ll 
fae »tici:îp>«i -*.<: fh-i."^ Ji "jie 7»^ciiHÎri :c :h»î> pùui. X-: <:dfe«r or eiBploTve Aall, boweyer, 
b^ ea.û^I»Hi :•: 'Klat» ^ -Ji>* ^t'ïi'rô» :c linj cûia -râc àuH ha^v soU or oÛMrwiae dis- 
pi'j«ei oc inv {*■:•:& 7«^ «ï^v j*i ':: / "- -n -oiitsr *Jl*s pndt-dhAâaç plan ol 1915, or who shall 
hive ?rld :r :-Ji-rrTr,=ti i-."*î>*«î^: :i :r iCMoirciïii -•> aell or ocbcnrâp dûpoae of any 
ftr^k Izl jji':- rpiLci'C :r :h.-* -^:-:i=i: :f jiucÎl j&Kk by him imdff ihia |rfan for the year 
l'^l'î ic.!-'^ 'Ji>^ •:<:cii:i:':c>=«? aL**s£Zi7m!«f Is puaçnph 4 of dûs pfan diall consent in 
writinsr t.: in/ fi ii iail»? or :th.*x ii:!ÇtyBzit:ii. 

3. Sîibj»r«- :♦: rbr r^cât ;f s»^ h rin-n zz*^ ç.: <X':I-2iii« jny oficer or employée for any 
cari-T«> Tç-'ai" h t: d'^oà pr:ç>?f. -.h»? ïo-k v- "t^ .iMtribaaîii onder this piao for the year 
lî>l»j ïhjJI C-* ■ilftrini'.r'i jjn^ci: rh*» ■.i5i:»*r? la^i «•nxpîovçtw m^nûoiied in the prtceding 
pari^zTiph 2 m* n-wrîy t? nuy ?.? pp; raid ipi'ii "i-» f-rliTwîns sftlary bosis: The fuU 
saLuy rçi."?:'.-»d fer :h-? y^^'.ir L**!-} by •eiiira oifii.'^r ia»î employée entitled to ahare in the 
b^:i*^îîu or :h*^ p[dc. wcio «hjil h^'i->* c-t^en 51.1 •»aipt:y«*ii approximately fioin Januar^' 1, 
1913. r.o F-^bniiry 1. 1*:*. jji.i :c«î-hjli :t zh^ siLiry r»?».'^ve*l bt ihe jrear 1916 by each 
offii.er nR'i emplii've*» en::*!'^^! :>■ «c;u^ iz *Jîe b^oedu oc dlie plan 90 employed for a leas 
p*>rii>1. bu: n«.t li-ft? '.hsn fr c dppn:xin.i:eiy J;i&ujry 1. 1916, to February 1, 1917, 
shall be taken as :h»? bdsi* l.r iî-strlc-iiL:!! 

4. The ileterm^'n jck a «.c whj.ô -: à***?» jLn*i emploji'^es dhall be entitled to ahare in the 
beneâta *.( the pidn. r.he im'-iici: oc cheir fuLirif» co be taken for the purpooes of the 
pbn. ail matter^ it> be ti^iermine*! iia*ier :h.e pLm. inclading adjiistmenta as to frac- 
tional shareâ. jLnd ail titHiai!-* oc the plan and lu opervî^» sfaail rest with a conunittee 

of the boord of dire»; tors oi ihw LX^mpony . o^o^ifclns at présent of Measis. , , 

and , wh«:i?e tieterminaîion «hjil be fir-al. 

5. Xothioe in the plan concained shalI be deemeti to limit the power of thia cômpany 
or of itâ said âub5idiar\- o^m panier co diâcharçe any officer or employée at any ttme, 
with or without caufe. and any odicer or eniplo>-ee so diseharged shall not be entitled 
to share in the benetits of the plan. ThU company resenres the ri^t to dispose in 
whole or in part of ita interest in any ^ubtsidiary compony at any time, in which event 
the offirers and employées of such subsidiary oompony shall not be entitled to portici- 
pâte in the benetits of the plan, exoept to such extent, if any, as the committee of 
dirertors above mentioneil may deem proper. 

6. The proviiiions of pora^aph 2 of this plan that no officer or employée who shall 
sell or otherwise disp«.t^ of hb stock shall be entitled to share in the benefits of the plan 
unleHs the committee âhall consent to such sale or ocher disposition, were inserted in 
furthemnce of the fundamental idea of the plan that the offices and employées of this 
c*ompany and its suhr^iiliaries would be included among its permanent stockholders 
and ax part owners of iu business and propertiea be direct ly and vitally concemed in 
its continue<l prasperity and success. To the oxtent therefore. that officers and em- 
ploywjH fif-U or othfîrMise dispose of their stock, the real purpoee of the plan îb deféated. 
Th*î ret'rntion of thf ir stor-k by officers and employées from year to year will zesult in 
coastiintiy increuxing b«.'nefits and advantages to such officers and employées and to 
thif compuny alik(% und in this way the fundamental purposes of the plan can be ac- 
(roinplishfjd. Tho rr>inmittee will \)e glad, however, to consider and pass upon the ap- 
plication of any oflîr f r or employée of this company, if unusual circumstances at any 
tiinn cxim. 

7. TliÎH phiii JM applirabhi only to the calendar year 1910. It is the intention of the 
(roinpimy, howi'vor. to continue Hu<'h plan from year to year, unless in the judgment 
of iu board of dirertors it shall provc unsatisfactory or expérience suggestsamendmenta 
or iiKHlilirutiouH. 
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BONUS PLANS COMMONLY KNOWN AS PROFIT SHARING. 

The term "profit sharing" has been extended in popular usage to 
include several bonus plans, the essential features of which are dearly 
outside of a correct interprétation of the term. Thèse schemes, 
although providing a supplementary rémunération to the ordinary 
earnings of employées, do not involve a direct or definite relation to 
the net profits of the enterprise. 

In examining the profit-sharing system of an estabUshment little 
concem is generally given to the theoreticaJ conceptions of the em- 
ployer who formulated it. Interest hes rather in the fact that the 
employer is willing to share a part of his profits with his employées. 
This interest is heightened in some cases by the fact that the amomit 
thns distributed is considérable, presenting a marked augmentation 
to the ordinary earnings of the employées. 

In many instances, profit sharing (as popularly understood) takes 
the form of a simple bonus in ternis of a percentage on earnings which 
is given to employées at the end of the business or calendar year, the 
percentage varying with the length of service. In most of thèse in- 
stances the bonus is a mère gift which is not guarantced and bears no 
direct relation to the profits realized, even if the amounts distributed 
vary more or less with the gênerai prosperity of the business. In one 
notable instance, one of the most widely known, the profits hkely 
to accrue within the year are estimated, about one-half of this esti- 
mated amount being distributed among the employées of the concern. 
The distribution imder this plan takes the form of a guaranteed 
minimum wage per day, graded according to skill. 

Profit sharing, properly speaking, should clearly be distinguished 
from those related forms of rémunération in addition to ordinary 
wages which do not dépend directly or vary with the net profits of 
the enterprise. Whatever merit the plans presented in the foUow- 
ing section may bave, they can not bc classified as involving the ap- 
plication of the principle of profit sharing. Inasmuch, however, as 
many of such plans are commonly thought of and discussed as profit 
sharing, it was deemed désirable to give complète accoimts of the 
workings of the more notable types of such plans in opération in the 
United States at the présent time. 

The main interest of the plans described in this section hes in the 
factors which détermine the bonuses to be distributed and the condi- 
tions which détermine participation. In plan No. 1, presented below, 
the amoimts to be distributed dépend upon the length of service and 
a subscription for a specified amount of stock of the company. In 
plan No. 2 the distributions dépend wholly upon the skill of the em- 
ployées, as indicated by the rate of wages received and upon a mini- 
mum length of service. In plan No. 3 the conditions luider which the 
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vaiious bonuses are paid are the nature of the work and the ment of 
service. In the various stock subscription plans, types of which are 
shown on pages 136 to 157, the extra rémunération dépends upon 
subscriptions for stock, while in the various sorcalled cash bonus 
plans based upon the lengthof service, the extra rémunération dépends 
upon both the eamings of an employée and his length of service ; the 
plan on pages 158 and 159 is presented as typical of the lattor 
group. In the plan described on page 161 the hourly rates of wages 
paid vary with the gross receipts, while in the plan given on 
page 162 the daily wage varies with the price for which the manu- 
factured commodity is sold. Finally, under the plan described 
on pages 164 to 166 the bonus dividend on the eamings of the em> 
ployeês dépends upon the savings coUectively eflfected in a spécifie 
department over and above an established standard. 

PLAN NO. 1. 

HISTORY OP THE PLAN. 

This plan, which was estabhshed in 1887 and revised last in 
January, 1913, is apphcable only to employées who eam $1,500 or 
less per year, excluding salesmen and traveling représentatives. It 
pro vides that an employée in order to be eUgible to participato in the 
benefits of the plan must eithor own or subscribe for an amount of 
common stock of the company equal to one year's salary, neither 
more nor less. 

Upon apphcation and after approval by the company, the required 
amoimt of stock is issued at its market value and held for the em- 
ployée by three trustées selected by the board of directors of the 
company from its officers, directors, or employées. A cash payment 
of 2Î per cent of the cost price of the stock is required at the time 
of subscription, and a yearly cash payment of at least 4 per cent of 
the total amount of subscription must be made until the stock is 
paid for in full. Three per cent intercst is charged on the impaid 
balances in the meantimc. 

Immediately upon payment of the first installment of the purchase 
price, each employée receives a ** trust recoipt pass book," containing 
the formai contract between himself and the company, called a 
*' trust receipt.'' This trust receipt entitles the holder to a dividend 
at the rate of 16 per cent upon the amount of his wages for the year, in 
addition to the regular dividend on the common stock that he holds. 
Both thèse dividends are apphed toward the payment of the stock, 
but trust receipt dividends are credited to the employée only if he 
has been in the employ of the company continuously during the 
precediiig lialf year, dividends being paid on January 1 and July 1 
of each year. 
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After the stock has been paid for in fuQ, the employée 's '* trust receipt 
pass book" is exchanged for a *'paid-up trust receipt'' and ail further 
stock dividends; as well as ^' trust receipt dividends^ " are paid in cash. 
If the employée chooses, however, to withdraw from the plan before 
he has been a participant for two years, ail trust receipt dividends 
which hâve been crodited to him are deducted from the amoimt due 
him. 

After an employée has been a participant in the benefits of the plan 
or an owner of common stock for five years, he may increase his 
common-stock holdings to 125 per cent of his annual eamings and 
reoeive trust receipt participation dividends at the rate of 20 per 
cent. After 10 years he may increase his holdings to 150 per cent 
of his annual wages and receive trust receipt dividends at the rate 
of 24 per cent, the maximum. 

Employées are prohibited by the company from assigning or trans- 
ferring trust receipts or any interests represented thereby. 

An employée may, by giving notice at any time, withdraw from the 
scheme and surrender his holdings ; if he décides to withdraw before 
being a participant at least two years, or before his crédits from ail 
sources equal 35 per cent of his subscription, he forfeits ail dividends. 
If he withdraws from the scheme after having been a participant for 
two years or more and the amounts credited to his account from ail 
sources equal 35 per cent of his total subscription, he may, at the 
option of the company, and under certain provisions, be paid dividends 
on his stock, and also receive trust receipt dividends. In this case, 
he is debarred from further participation in the benefits of the plan. 

After having been a participant for two years or more and having 
paid his stock subscription in full, an employée giving notice of 
withdrawal has the option of receiving either stock certificates or the 
cash, equal in amount to his crédit from ail sources. As in the case 
of the other employée he forfeits the right to again participate in 
the benefits of the scheme. 

The rules goveming the opération of this plan since January 1, 1913, 
will be found in the following text of the revised plan, issued in pam- 
phlet form by the company: 

RULES GOVERNING OPERATION OF PLAN. 

PLAN FOR TRUST RECEIPT DIVIDENDS FOR EMPLOYEES THROUGH 

STOCK OWNERSHIP. 

APPUCATIOK. 

Any employée of the Ce. (hereinafter called "the company"), eaming an 

amount notexceeding $1,500 a year, excluding, however, salesmen and traveling repré- 
sentatives, may upon application to the treasurer of the company and after approval 
by the company, hâve purchased for his account, at its market value at the time of 
application, an amount of common stock of the company equal to his annual wages, 
but neither more nor lees, except as hereinafter ptovidod. 
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TRl'STEES. 

The stock so purchased for an employée ahall be held for tbe benefit of the employée 
by three trustées to be appointée! from time to time by the board of directofs of the 
Company, which trustées may be selected at the board's discretiom from its offîcen, 
directors, or employées. 

PAYMENTS, CREDITS, AND INTERE8T. 

Such employée shall pay in cash toward the purchase of stock at the time of the 
approval of his application for its purchase not less than 2} per cent of the cost price 
thereof . He shall also pay in cash during each year succeeding the day of purchase, 
until the stock is fully paid for, not less than 4 per cent of the total amount of his sub- 
Bcription. 

Ail dividends declared upon the stock so purchaeed for an employée and ail. trust 
receipt dividends due such employée, as hereinafter provâded, shall be credited 
upon his unpaid balance until said stock and ail interest payable are fully paid. 

Upon the unpaid l)alance which remains after crediting cash payments, dividends 
on stock, and trust receipt dividends, the company shall charge the employée interest 
at the rate of 3 per cent per annum; when, however, the stock subecribed togethèr 
with ail interest due hâve been fully paid, trust receipt di\idends and dividends 
upon the paid-up shares of stock shall be paid in cash to the employée subject to the 
conditions hereinafter provided. 

TRUST RECEIPT PA88 BOOKS, PAID-UP TRUST RECBIPTS, AND TRUST RECEIPT DIVIDENDS. 

Immediately upon the first payment on the part of the employée on account of the 
purchase price of the stock, the trustées shall issue to the employée miilriwg such 
payment a trust receipt pass book, containing the formai contract, called the trust 
receipt, between the company and the employée and stating the amount of stock 
bought and the amo\mt of money paid on account of such stock, ajid guaranteeing to 
the holder of the trust receipt, diWdends upon it, at the rate of 16 per cent per annum 
upon the amounf of wages actually eamed by him during each year or part thereof, 
subject to the following conditions: 

(a) Trust receipt dividends shall be payable semiannually January «1 and July 1, 
and shall be credited on those dates on the employee's \mpaid balance as hereinbe- 
fore provided. 

(6) Said tnist receipt dividends shall be credited to the employée only in case he 
is in the employ of the company on the dates said dividends become payable, and 
shall hâve been in the employ of the company continuously during the semiannuil 
period just preceding or from the date of his trust receipt pass book, if same was issued 
during the préviens semiannual period. 

(c) Should the employée leave the employ of the company or make application for 
withdrawai from this plan during the said semiannual period, he shall not be entitled 
to receive or l)e credited with any trust receipt dividend whatsoever on the wages 
eamed by him diîring any portion of such period. 

(d) When the purchase price of the stock subscribed by any employée, togethèr 
with ail interest payable, are fully paid as hereinl)efore provided, then the trustées 
shall recall the trust receipt pass book and shall issue to the employée instead thereof 
a paid-up trust receipt, and ail further trust receipt dividends, as well as dividends 
on the stock held for him under this plan, shall be paid to the employée in cash, 
subject to ail conditions herein stated, and subject in particular to the further con- 
dition that if the employée should make application for withdrawai from thia plan 
before he has been a participant under same for two years, ail trust receipt dividends 

kve been paid to him in cash shall be deducted and letained by the company 
cash retumable to him. 
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Neither trust receipt paas book nor paid-up trust receipt, nor auy interest therein 
nor any stock represented thereby, can be assigned or transferred by the employée, 
aud the company will not recogûize any such assignment or trausfer from the name 
of the original holder. 

The trust receipt pass book or paid-up trust receipt shall be surrendered to the 
Company whenever its holder has demanded and received a certificate or certificates 
of the common stock of the company therefor, or has 1>een paid or tendered the value 
of his interest in such stock ; or after termination of his employ ment, upon payment 
or tender to him of the value of his interest in any such trust receipt pass book or 
paid-up trust receipt on the date of the termination of his employment, according 
to the provisions of this plan. 

The trustées, from time to time, as dividends or payments are credited or interest 
charged- for the account of the employée, shall hâve proper en tries made in his trust 
receipt paas book. 

TNCREASB OF HOLDINGS AFTER, FIVE YKARS. 

After an employée has beeu a ahareholder of the common stock of the company for 
a term of five years, he may, upon written application to the treasurer of the company, 
increase his holding of stock under this plan by an amount equal to 25 per cent of 
his annual wages at the time he makes application for such increase, and thereafter 
while he remains an employée receive a trust receipt dividend at the rate of 20 per 
cent per annum upon his wages. subject, however, to conditions (a), (6), (c), and (rf) 
hereinbefore stated. The additional stock so purchased for his account shall beheld 
by the trustées subject to ail provisions and conditions herein contained. 

INCREASE OF HOLDINGS AFTER 10 YEARS. 

After an employée has been a shareholder of the common stock of the company for 
a term of 10 years, he may, upon written application to the treasurer of the company, 
increase his holding of stock under this plan to an amount equal to 150 per cent of 
his annual wages at the time he makes application for 8U(*h increase, and thereafter 
while he remains an employée, receive a trust receipt dividend at the rate of 24 per 
cent per annum upon his wages, subject, however, to conditions (a), (6), (c), and (d) 
hereinbefore stated. The additional stock so purchased for his account shall l)e held 
by the trustées subject to ail provisions and conditions herein contained. 

An employée holding a paid-up trust receipt who increases his subscription under 
any of the provisions of this plan shall hâve issued to him a trust receipt pass book 
for such increaae. When the amount of this additional subscription, togethér with 
ail interest thereon, is paid in full, a new paid-up tnist receipt covering both amounts 
will be isBued ta him in exchange. 

INCREASE OF HOLDINGS UPON ADVANCE IN WAGES. 

An employée receiving an increase in his annual wages — such wages, with increase, 
however, qot exceeding $1,500 per annum — may. upon ai)proved application to the 
treasurer of the company, hâve purchased for his a<'C()uiit, subject to ail the condi- 
tions of this plan, an additional amount of the common stoik of the company at its 
then market value equal to the increase in his annual wages. Until such application 
is actually made to the treasurer of the company and approved the baais upon which 
trust receipt dividends are payable to the employée shall remain unchanged. 

Any employée under this plan whose wages are increased to a sum in excess of $1,500 
per annum, and whose trust stock has not been paid for in full, may retain his stock 
under this plan, provided he shall continue to pay annually (^n account thereof an 
amount equal to the 4 per cent i>er annum payment required under this plan, plus a 
hirther amount equal to the annual dividends previously credited to his account until 
Mme ia paid for in full. 
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Any employée whoee wagee are increased beyond $1.500 per annum, who bas paid 
for Mb stock in full, ahall receive at once certificates of stock covering the full ahaiea 
and cash for any fraction thereof to which he may be entitled, on sunender of hia 
paid-up trust receipt. Rofund for any fractional intereet shall be baaed upon the 
then market value of the stock. 

WITHDRAWAL. 

An employée may at any time surrender bis trust receipt paas book or his paid-up 
trust receipt and withdraw bis interest thereunder, subject to the terms and condi- 
tions stated below: 

Notice and mrrender. — He shall give notice in writing to the treasuter of the Com- 
pany of bis désire to receive such money or stock as may be due him, and shall, with 
said written notice, surrender bis trust receipt paas book or paid-up trust receipt. 

WUhdrawal before participation for two years. — An employée who bas been a holder 
under tbis plan of either a trust receipt pass book or a paid-up trust receipt for a period 
of less than two years prior to the date of bis written notice of withdrawal shall bave 
refunded to bim only such an amount as be actually bas paid in cash. 

Withdrawal before payment in full, — In the event of an employée giving written notice 
of bis désire to withdraw from tbis plan before the amount of bis cash payments, divi- 
dends on stock and trust receipt diWdends less interest payable, equal 35 per cent of 
the total amount of bis subscription, tbere shall be refunded to him ooly such money 
as he bas actually paid in cash toward the purchase of bis stock. He shall not dérive 
the benefit of any diNidends of any kind whatsoever which may bave been ciedited. 

In the event of an employée who bas been a holder of a trust receipt paas book for 
a period of two years or more giving written notice of bis désire to withdraw from 
this plan, after the amount of bis cash payments, di\idends on stock and trust receipt 
dividends less interest pa>'able, equal or exceed 35 per cent of the total amount of bis 
subscription, he shall receive within 90 days thereafter, at the company's opticm, an 
amount equal to the money paid by him toward the subscription price of hia stock, plus 
the dividends on bis stock and trust receipt di\'idends credited, leas interest payable, 
subject to ail conditions and provisions herein stated: Promded, That thia privilège 
shall not be given to anyone wbo, to bring the total amount of bis net crédita to 35 per 
cent, bas paid more than 5 per cent of bis total subscription within 60 daya next pre- 
ceding bis notice of withdrawal. The employée so withdrawing, upon leceiving the 
value of bis interest in this plan, either in the common stock of the c<Hnpany or its 
money équivalent as provided, shall surrender ail rights hereunder and ahall be 
debarred from f urther right to subscribe for stock or to bave or enjoy any of the privi- 
lèges of tbis plan . He shall not be eutitled to receive any trust receipt dividends upon 
wages eamed aftor date of written notice of bis désire to withdraw, nor tà\u\\ anjrone 
receive any such tnist receipt dividends who is not the rightful holder of a trust 
receipt pass book or paid up trust receipt. 

Withdraval after payment infnU. — If an employée who bas been a holder of a trust 
receipt for two years or more, and who bas paid his subscription in full with interest, 
should désire to withdraw the paid up stock held in trust for him under liiia plan, or 
its money équivalent, he may do so by gi\'ing90 days* notice in writing to the company 
of his intention so to do. 

At the end of 90 days, or before at the option of the company. tbere ahall be deliv- 
ercd to him certificate or certificates of the common stock of the company repiesenting 
8to<*k paid for under this agreement, or its money équivalent, based upon tiie market 
I)rice of the stock on date of ^Titten notice of withdrawal, and subject to ail condi- 
tions and provisions herein stated: Provided, hoirever, That the total cash paymentB 
made by the employée during the 60 days immediately preceding the date of hia 
written notice of withdrawal be not in excess of 10 per cent of the total amount of hi* 
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Bubocriptian, in the manner stated in the preceding clause entitled '^Withdrawal 
before payment in full. " No certificate ahall be demanded or iasued for a fractional 
share of stock. 

An employée receiving such stock or its money équivalent as provided ahall sur- 
render ail rights and privilèges under this plan, as stated at the close of the preceding 
clause entitled '* Wîthdrawal before payment in fuU. " 

Withdrawal or éMuxrgt of employée. — ^The fact that an employée is takingadvantage 
of and is receiving the benefits of this plan, shall not deprive the company of the 
right at any time to discharge such employée and thereby terminate his participation 
under the plan. Should the employée be discharged or should he leave the employ 
of the company for any cause, he shall within three days thereafter, make written 
application for the withdrawal of his interest imder this plan. In the event of his 
failure to do so then his participation in the benefits of the plan shall cease and déter- 
mine upon the termination of his employment, and settlement shall be based on the 
status of his accoimt on said date of termination, subject to the conditions and pro- 
visions herein stated. 

SETTLEMENT UPON DEATH OF EMPLOYEE. 

In the event of the death of an employée participating in this plan, there shall be 
paid to his estate ail money paid by him on account of his subscription to stock 
under the plan, together with ail dividends credited upon the purchase price of said 
stock lesB the amount of interest, if any, remaining impaid. In addition, his estate 
shall reçoive in cash the benefit of any increase in the market value of his investment 
over and above its purchase price. 

• This arrangement shall be effective regard less of the amount paid toward the origi- 
nal subscription. 

OUARANTT. 

If, on the date of the.signed application of an employée for withdrawal ot his interest 
under this plan, the market value of the total stock held for him is less than the total 
of his subscription in money, there shall be refunded to him, without déduction, ail 
money paid and dividends credited, less interest payable, subject however to ail 
conditions goveming withdrawal before or after pa3rmeut in full. 

Any increased value of the employee's stock on the date of his application for 
withdrawal shall accrue to him only in the event that his subscription shall hâve bcen 
paid in full, and subject in particular to the conditions goveming withdrawal after 
payment in full. 

AU stock held by an employée under this plan shall be considered as a whole, and 
fractional additions made from time to time, as the resuit of salary increases or for 
other reasons, shall not be considered iu making rcfunders as [sic] separate sub- 
scrip tiens. 

STOCK INCREASES. 

If at any time common capital stock is issued to stockholdcrs for cash, then a holdor 
of stock under the trust receipt plan wili bave added to his account a pro rata portion 
of such increase less such an amount which, sold at the current market, will produce a 
sum sufficient to pay for his pro rata allotment, and tho remaining amount of stock 
shall be added without cost to the account of the trust rcoeipt holder. 

Any increase in the common capital stock distributed to common stockholders as 
a dividend shall be added to the account of a trust receipt holder in his proper pro- 
portion, without charge or déduction in amount, and such stock dividend may not 
be sold or otherwise disposed of, but must be added to the account of the employée 
until such account is terminated in accordance with other sections of this plan. 
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PA88 eOOKS AMD TBVBT RBCBIPTB — PROPERTY OP THE COUPANT, 

Triist receipt paas books and paid up truet receipts ahall belong to the compuiy 
unA aboli be surrendertxl to it wbenex'cr a bolder, aîKr paying for tbe intereet repre- 
eented by such receipt or paat book. haa demanded or receired a. rertifieate or certifia 
catCB of the common stock of (he company therefor or haa been paid or tendered tbe 
value of Biich interest; or after termination of tbe employinent ot the receipt bolder, 
upoQ paymeot or tender to him ot the value of hia intereat in such receipt ftccording 
to tbe provision» of this plan. 



The Company réserves the right aa at^ainat any or ail employées to Icrminate tbia 
plan altogether at the end of any fiscal year, and in such event settlement vitb esch 
trust receipt bolder will be maite according to the condition of bis individual account 
at Buch time and undei the aforementioned conditions goveming witbdrawal. 

■B81ILTS OF THE WORKING OF THE PLAN. 

The foUowing table ahows in détail, by distribution periods, aince 
1903, the mirnber and per cent of employées participating, dividends 
to employées, and the cost of the profît-sharing plan to the company 
in terms of a percentagc of the total pay roU of the establishment. 

Table Sfl.— NUUBER OF EMPLOYEES, PROPORTION PARTICIPATING, PARTICIPA- 
TION DIVIDENDB TO EMPLOYEES, AND COST OF PROFIT-SHARING PLAN TO 
EMPLOYER, BY DISTRIBUTION PEBIODB, 1903 TO 19IS. 



Total 



Since 190.3 tho proportion of the total employod that participated 
ta the benefita of the plan varied considerably^from 24,9 per cent 



PROFIT SHARING IN THE UNITED STATES. 



93 



for the distribution period ending June 30, 1910, to 68.8 per cent for 
the period ending June 30, 1915. The average proportion partici- 
pating for the entire period was slightly over 40 per cent of the total 
employed. 

The size of the participation dividend. as might be expected, did 
not vary as much as the proportion of employées participating. The 
lowest average dividend paid to an employée — 12 per cent — was dur- 
ing the first years of the opération of the plan, while the highest 
average dividend — 16.9 per cent — was paid at the end of the period 
ending June 30, 1915. 

Below is presented a table showing the occupation groups of the 
participating employées for one représentative distribution period, 
ending December 31, 1915: 

Table 88.— NUMBER AND PER CENT OF PARTICIPATING EMPLOYEES IN EACII OCCU- 
PATION GROUP, FOR THE DISTRIBUTION PERIOD ENDING DEC. 31, 1915. 



Occupation group. 


Ëmploye«8. 

1 


Number. 


Percent. 


• Executive and super visory 


38 1.9 


Clérical ^ 


506 25.4 
1,447 7Z7 


Mi^n u factn r in g . 


Total 


1,991 100-0 






' 



The provisions of the plan, as describod in détail above, exclude 
from the benefits of the plan employées whose earnings exceed $1,500 
per year; this accounts for the small number of executive and super- 
visory employées that participated in the distribution of December 3 1 , 
1915, namely, 1.9 per cent. Ail of the latter were foremen. As the 
table shows, over 70 per cent of ail the participants belonged to the 
group of mechanical or manual occupations, skilled and unskilled. 

The following table shows the changes in the total number em- 
ployed and the number participating, 1904 to 1915: 

TABL«84.— NUMBER AND PER CENT OF EMPLOYEES PARTICIPATING IN PROFITS» 

BY YEARS, 19(M TO 19ir>. 



Year. 



1904 
1905 
190t) 
•1907 
1908 
1909 
1910 
1911 
1913 
1913 
1914 
1915 





Employées 


participât- 


Total em- 


ing in 


profits. 


ployées. 


- 


-— 




Number. 


Percent. 


970 


475 


49.0 


1,071 


514 


4S.0 


1,166 


5'29 


45.4 


1.512 


:.30 


U.4 


\.9HS 


544 


27.4 


2,001 


592 


28.7 


2,621 


687 


26.2 


2.699 


787 


29.2 


2,646 


my 


S4.2 


2.972 


1,197 


40.3 


2, î».'iô 


1,564 


.52.9 


2,905 


1,997 

1 


6S.7 
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On December 31, 1915, 1,997, or 68.7 per cent of ail tbe employées 
of the Company, with the aid of the plan, were holding 3.2 per cent 
of the total number of shares of common stock of the corporation, 
and 2.8 per cent of the number of shares of common and preferred 
stock of the concem combined. The 4,378 shares of conmipn stock 
held by them on the above-mentioned date had a market value of 
over three million dollars. The aggregate amoimt of money paid in 
by them to cover their subscriptions since 1903 was $543,616. No 
modifications in the essential features of the plan as outlined aboTe 
are contemplated in the near future. 

PLAN NO. 2. 

The relation of the amount of money distributed as ''profits" 
under this plan to the actual profits of the company is discretionary. 
It is stated by the company to be as foUows: 

The amount of the profits to be distributed amonç the employées 
wiU be determined yearly and will be based upon tne resuit of the 
company's business during the previous year, together with an esti- 
mate of what the profits wul be during the year to come. The amount 
of profits to be distributed, once determined, will not be changed, 
howover, during the year. 

The plan went into opération January 12, 1914, and since that 
date the participation rates as described below hâve undergone no 
change. Inasmuch as it can hardly be assumed that the profits of 
the company hâve undergone no variation during this period, it can 
not be said that there is an immédiate relation between the net 
profits of the business and the amounts distributed to employées 
under this plan. For this reason, whatever of intrinsic value the 
plan may hâve, it may not properly be classified as profit sharing, 
for, as pointed out in this report, one of the essential principles of 
profit sharing is that the amount distributed to participating em- 
ployées shaD dépend upon and vary with the net profits of the 
enterprise. 

Under this plan the so-called share of profits that each employée 
receives although paid at the same time as his wages is yet separate 
and distinct. The detailed provisions governiiig the plan seem to 
indicate that the design is to give to the employée who is getting the 
least wages the largest share of the ** profits.'' This can readily be 
seen from the text on page 99 showing rates of wages, participatio 
rates, and total daily iucome of spécifie classes of employées. 

THE BASIC WAGE OR SALARY. 

Before the introduction of the plan in 1914 an effort was mad ^ 

bj the management to detcnnine and establish what would be ti^Mî 
équitable basic wage for spécifie grades of work, the elemental basns 
for sucb classiûcation being the relatrve axïvowrA» ol «JsaU required xn 
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spécifie grades of work. Accordingly, such a classification was worki>d 
bot from a général survey of the entire operaiing force. 

As a standard of compaiison for the individual skiH of each operative 
the established shop rate of the plant was taken. This shop rate 
for any psrticular opération was derived from the machine produc- 
tioD, as rated by the records of the spécifie shop, less a percentage 
déduction for the human élément and the necessary stoppages of 
the machine. For each 'opération in the shop the hunian équation 
bas been based on what was considered " the best possible production 
of a akilled employée determined by actual trial." It was decided 
that ail shop employées should be classified as to occupation into 
five gênerai divisions: (Â) mecbanics and subforemen; (B) skilled 
operators; (C) operatora; (D) helpers; (E) laborers; and (F) a spécial 
class composed of women, messengers, etc. The five major classes 
just mentioned were each further divided into: (1) First-class work- 
men; (2) men of averago ability; and (3) beginners. Thus an em- 
ployée rated as A-1 wonld be a fîrst-class mechanic, while a man 
rated as D-3 would be a helper and a beginner. 

Kates of pay on a per hom- basis were then determined and adopted 
according to the following table: 

ADE EFFEC- 





yeara 


lUdov 


"■ ' 


-Flm-cluB wcrkman. 2— Uui d 




ï-w- 
hlr- 


Prw- 






Bklllnta. 


se-flo 

MOM. 


KOU. UdH. 


4a-a 


31MI 


^ 


^. 


3H-3S 
HOU. 


S 


avH 




CondMUKi to- 






cs 


»Z. 


M 


canta. 


=eS. 


«fu<«îkc^«. 


ij^. 










1 






































4S 

1 
1 

33 






" 






















4t 






















SI 










































«M 




































n 
















i,m 




















a 






















^ 


























3.071 






s, on 




33 
















*,3ll 


















ïl 






















1Ï7 










31 

«1 
















1,003 


"m 


























































13, 3M 



dl^£ri 



•Ini upvard three times siuce Oct. l, 1913, tha mlnl- 
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PARTICIPATION IN THE "PROFITa" 

For purposes of participation ail the employées of the company 
are divided into two gênerai groups: (A) Salaried employées — ^hired 
and paid by the month, and including ail the gênerai executive, super- 
visory, technical, commercial, and clérical employées; and (B) wage- 
eaming employées — ^hired by the day or hom*, and engaged directly or 
indirectly in the varions processes of manufactnring, who may be 
termed manufacturing employées. It is for the latter group chiefly 
tbat the plan, under certain conditions, has established a mînîimim 
of $5 for adult employées for an eight-honr day. 

A. SiJaried Employées. 

GloBS 1, — Embraces the greater part of the executive and super- 
visory employées of the company, from foremen up, with an eaming 
capacity of over $175 per mon th. The bonuses are paid annually^ 
individual amounts being determined arbitrarily by the management. 

This class, it appears, was receiving thèse bonuses before 1914. 

For purposes of bonus distribution at the end of the last fiscal year, 
this dass was divided into three separate divisions. The fpUowing 
shows the nimiber of employées in each of the divisions and the total 
amoimt received by them: 



Division. 


Number 
of em- 
ployées. 


Total 
bonuses. 


1 


79 

240 

1,050 


$213,700 
367,300 
246,300 


2 


3 ; 


Total 


1,309 


827,300 



Of the total number in this group — 1,369 — 994 were also benefited 
by the gênerai plan instituted on January 12, 1914. 

Olass 2, — Salaried employées. Rates of participation are according 
to classified basic salary, as foUows: 

Classified basic Rate per day 

salaries. under plan. 

$75 and under $5. 00 

$76to$85 5.25 

$86to$95 5.50 

$96to$110 5.75 

$111 to $120 6.00 

$121 to $135 6. 25 

$136 to $150 : 6. 50 

$151 to $165 6. 75 

$166 to $175 : 7. 00 
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Class S. — Salaried employées. Rates of participation are according 
to classified basic salary, as follows: 

ClassiOed basic Rate per day 

salaries. onder plan. 

SSOandunder $2.00 

$3Ito$35 2.25 

|36to$40 2.50 

$41to$45 2.75 

$46to$50 3.00 

$51to$55 3.25 

$56to$60 3.50 

$61to$65 3.75 

|66tof75 4.00 

B. Maaafactaring Employées. 

Rates of participation are according to classified basic wage rates. 



SklOad grade. 



A 

X 

1 

2 

3 

B-Serviw. 

1 

2 

3 

C-Serrlœ.. 

1 

2 

3 

D-1 

2 

E.!-.:::::: 

GirU 







Total income per 
hour. 


Total income per 8-hour day. 


Basic 
wage 


Partlci- 
pation 




















1 


rate per 


rate per 


Before 




Before 




Percent 

increose 

■ per day. 


bour. 


hour. 


plan 


Under 


plan 


Under 






became 


plan. 


became 


pion. 






effective. 
CmtM. 




e(Tective. 




Cents. 


CcnU. 


CeniB. 








HO 


m 

i' 

11 


80 


87 


16.40 


17.00 


9.4 


73 


73 


84 


5.84 


6.75 


15.6 


tw 


13 
17 


68 


81 


5.44 


6.50 


19.5 


61 


61 


78 


4.88 


6.25^ 


28.1 


54 


21 


54 


75 


4.32 


6.00 


38.9 


54 


21 


• 54 


75 


4.32 


6.00 


38.9 


48 


23 


48 


71 


3.84 


5.76 


49.7 


43 


25 


43 


68 


3 44 


5.50 


50.9 


38 


27 


38 


65 


3 04 


5.25 


72.7 


48 


23 


48 


71 


3.84 


5 75 


49.7 


43 


2.V 


43 


68 


3.44 


5.50 


59.9 


38 


27 


38 


65 


3 04 


525 


72.7 


34 


28 


34 


62 


2.72 


5.00 


83.8 


43 


25 


43 


68 


3 44 


5.50 


59.9 


38 


27 


38 


6.5 


301 


5.25 


72.7 


34 


28 


34 


62 


2. 72 


5 00 


83.S 


34 


28 


34 


62 
62} 


2.72 


5 00 


83.8 


34 


28Î 


34 


2.72 


5.00 


83.8 



As can readily be seen, the essential principle guiding the distri- 
bution of "profits'* is that the largest proportion be given to the 
lowest paid employées; thus an employée with an eaming capacity 
of 80 cents per hour receives as "profits'' only 9.4 per cent of his 
Xvage, while the lowest paid opcrativcs receive almost nine timcs as 
large a proportion, namely, 83.8 per cent. 

DETERMINATION OF EUGIBIUTY FOR PARTICIPATION. 

Below is presented a summary of the rulcs goveming eligibility for 
participation in the benefits of the plan as in force October, 1916. 

Every employée 21 years of âge or over, in employfor six months, 
^holeadsaclean, sober, and industriouslife, and who can prove that 
lie has thrif ty habits, is eligible to share in the profits. 

56831**— Bulj. 208—17 7 
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Every married man, no matter what âge, in employ for six: months, 
who can qualify as to sobriety, industry, and cleanliness, can par^ 
ticipate, if he is Uving with his f amily. ' 

Every employée under 21 years of âge, in employ for six months, 
who is the sole support of a widowed mother, or next of kin, and who 
^leads a clean, sober, and indnstrious life, can participate. 

Immediately after employing a man an investigation is started by 
one of the company's agents especially appointed for that purpose 
into the économie, social, moral, etc., conditions of the prospective 
participant on the theory that while an employee's wages are his 
own, the company having no concem about them, except to pay 
when due, the giving of profits is at the option of the company and is 
conditional upon requirements of thrift. The comprehensiveness 
of this investigation may readily be seen by examining the following 
three exhibits taken from the original records of the éducation départ- 
ment of the company. 

Record A. — This employée upon investigation made on January 2, 
1914, was not approved for participation because "he lived in a dirty 
insanitary hut, and bas a home full of boarders, who sleep three and 
four in a room * * * there is no privacy. Wife looks haggard 
from overwork. She and the children are as dirty as the surround- 
ings." The investigator of the company advised this man "to move 
to a more sanitary neighborhood; clean up, and put in some home 
comforts/' 

On May 23 of the same y car this employée was again visited. It 
was foimd that, acting on the suggestion of the company's investi- 
gator, he had greatly improved his home conditions, and had also 
purchased a lot in the suburbs for home building purposes. He was 
accordingly approved for participation. 

On December 16, 1914, upon a third visit, it was found that he 
had completed the payments on the purchased lot, had built a house 
on it, and that he "now has a modem 7-room house, containing a 
bath and ail modem improvements, occupied by the family only. 
* * * He also bought new furniture." 

On August 15, 1915, upon a fourth visit the agent of the company 
reported that this employée " is making wonderful progress with his 
share of the profits. His home is comfortably fumished, the family 
is neat and clean. * * * They are a happy and contented fam- 
ily." 

The record of investigation as kept by the company on a spécial 

card-index form, foUows Verbatim: 

1 Since October, 1916, every married man is approved for participation at the end o( liis flrst six months 
of service, regardless of home conditions. However, he is expected to meet the expectations of the 
In matters relating to Uving conditions, thrift, etc. 
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Name: 



Record op Investigation. No. — 
Address: , 1-9-14; , &-23-15. 



(Record A]. 



Date (factory): 1-10-14. Date (home): 1-9-14. Date hired: lO-l-lS, Date of 
lastinv.: 

Age: SO, Date of birth: 5-10-1888. Religion: Catholic. Speak Engliah: No, 
Nationality: Germon Pôle. 

Married: Ye». In Détroit how long: 6 months. In U. S.: 1 year. Naturali^ed: 

No, 

Dependents. 

Name: . Relation: FPy«. Age: 29 years. Addrefls: Same. Extent: Totaîîp. 

Name: . Relation: i)atipA(er. A^: 5 years. AddreBa: Same. Extent: 7V>to%. 

Name: . "RelaÀioii: Iktuffhter. Ag^: S years. Adârem: Same. Exteni: Totally. 

Name: . Relation: Son. Age: 1}/^ years. Addrees: Same. Extent: Totally. 

Name: . Relation: Son. Age: 4 months. Addrees: Same. Extent: Totally. 

Habits: Drinks and smokes. Education: Past — One year in old country; présent — 
None. Doctor: None; address 

Life Ins. Co. name: None. \Miat kind: Amount: Premiums per 

year: 

Kind of building: g-story /rame; poor condition. No. of rooms: 7; no bath. Occu- 
pants: Maie, 10; female. 1; children, 4. Light: Poor. Air: Poor. Sanitation: Very 
had. How fumished: Only bare necessities. 

Neighborhood: Very had. This is an alley mth one and two story houses in poor con- 
dition on one side only — Foreign. Rents, month: $14. 

FiNANCTAL Condition. 



Property owned orbuyixiK. 


Location. 


\'alue. 


Am't 

paid this 

Inv. 


Am't 

paid 

(date), 

5-23-14. 


Am't 

paid 

(date), 

12-lfr-14. 


Am't 

paid 

(date). 

s-ia-is. 


Noue 














fiuvine lot 


Jcrome Park 


|7(J0 

225 

3,250 




$'250 
225 






^u j uaf, «w» 

Owns shack 


On lot abovo 








finvini? home .- 


— Jcromo Park 




$000 


$1.100 












Name of bank. 


Location. 


Account 
No. 


Balance 
this inv. 


Balance 

(djite), 
5-23 -14. 


Balance 

(date), 

12-16-14. 


Balance 

(date), 

8-10-15. 


^tjkte SavIiuQf . . r 


Main Street 


30rt 


$?.00 


$25 


$1 


$116 









Debts to- 



Xione 

^estrict LumbcrCo.. 
iX'eoples Fumituro Co. 



For- 



Balance 

due this 

inv. 



Balance 

duo 
(date), 
5-23-14. 



Balance 

due 

(date), 

12-10-14. 



Balance 
due 

(date). 
8-10-15. 



Built shack 



$75 



$150 



$45 



^cc't of sharo 
of proats. 


Thfa 
date. 


Acc't of share 
of profits. 


(Date), 
5-23-14. 


Acc't of share of 
profits. 

Paid on home (v). 
Lumbcr debt (v).. 
Fumiture (v) 

Bank decrcaso 

From sale o( shack . 


(Date), 
12-16-14. 


Acc't of share 
of profits. 

Prin. on horao 

(V). 

Int. on home 

(v). 
Furiiiture (v). 

Banked (v)... 

• 


(Date), 
8-10-16. 


^one 




On lot (V) 

On shack (v).. 

C 1 1 h e s for 

family (v). 

Moving(v).... 

Baakdocrease. 


$250 

150 

50 

5 


$6.50 
75 
20 


$200 






65 
101 




745 

24 

200 


115 




455 
275 


481 




521 






180 
















* -'.•• 
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Home Condition. 
Date: 5-23-14. Good. Date: 12-1G-14, Good. Date: &-10-15, Good. 

Remarks. 

This man lives in a dirty Insanitary but, and has home full of boarders, who sleep 
3 and 4 in a room. There is no privacy. Some of the boarders go through the room 
where man and wife sleep to reacb their own. Wife looks haggard from overwork. 
She and cbildren are as dirty as the surroundings. Hâve advised him to get rid of 
the boarders; move to a more sanitary neighborhood ; clean up, and put in some home 
comforts. Can not approve him for share of the profits under présent living conditioiia. 

May 23, 1914: This man has followed my suggestion made on last investigation. 
He has purchased a lot in the suburbs and has built a 3-room ahack on it; occupied by 
his family only. The présent home conditions are a great improvement on lasi 
investigation. This is only a temporary house, but he is going to build a larger home 
as soon as he gcts his lot paid for. He has also enrolled in the Ford English schooU 
and attends three times a week. The fumiture is not excellent, but it is enough for 
their immédiate needs. The family. as well as the home, show cleanliness. 

Dec. 16, 1914: Sincc last investigation this man has completed payments on his 
lot; had a bouse built on It, and turne<l over the decd as Ist payment. He now has 
a modorn 7-room bouse, containing bath and ail other modem improvements, occupied 
by the family only, which now consist of 7 membors. He has a new son one month 
old. He is getting along well with his studios, and can now talk fairly good Eng- 
lish. He expccts to graduate T^dth the next class. Has also bought new fumiture. 
His home is now comfortably fumished, and very clean. The shack mentioned on 
préviens investigation was sold for $200. 

Aug. 15, 1915: Our employée is niaking wonderful progress with his share of profita. 
His home is comfortably fumished; the family is neat and clean. He can now speak 
English, and has taken out Ist naturalization papcrs. They are a happy and con- 
tented family. 

InVn from: Self and wife: Relation: Int*r: . Inv'r: . ThÎB 

date: Disapprove. 

Ini'nfrom: Self OTid wife. Relation: Int'r: . Inv'r: . Date: 

Approve^ 5-23-14. 

Inf'n from: Wife. Relation: Int'r: . Inv'r: . Date: Ap- 
prove^ 12-16-14- 

Inf'n from: Wife and self Relation: Int'r: . Inv'r: . Date: 

Approve, 8-10-15. 

Approved for Share in Div. Profits. 

By L. G. M. Date: 5-25-14. l^y A. E. Date: 12-18-14. By L. G. M. Date: 
8-13-15. 

Ral 
Rate: 

Remarks. 



~IO—l'i. 

Rate: 1-12-14 Skill: 34 C 3. Rate: 5-25-14, 62}4. Skill: 34 C 3. 

ate: 12-18-14, 62%. Skill: 34 C 3. Rate: 8-13-15, 62\i. Skill: 34 03. 



Hâve explained profit sharing fully. Think he understands now and will improve 
living conditions generally. 

Record B, — As a result of a first investigation made on December 
1, 1914, this employée was approved for participation because the 
in vestigator of the company thought ' ' that he will make good use 
of the proûf^s/' 
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Upon a second vîsit made six months afterwards it was found 
'Hhat the profits hâve been a détriment to this young man. After 
getting a share of the profits he started in having a good time. He 
not only spent ail the profits he received, but the money he had in 
the bank." On the basis of this report the employée was disquali- 
fied from further participation in the benefits of the plan. 

Upon a third visit, again six months later, the investigator of thé 
Company reported that the employée '^has realized his mistake, that 
he now bas a bank account and bas shown thrift/' The employée 
was accordingly put back on the participating roll. 

The record as kept by the company is as follows: 



No. 

Kecord op Investigation. 



[Record B]. 



Name: 



Addrese: 



-, 1-10-14. 



Date (factory): 1-12-1914- Date (home): 1-10-14 . Date liired: 6-2-11. Date cf 
laetinv.: 

Age: 23 (v). Date of birth: Juîy 7, 1890 (birth certificate). Religion: Cathoîic. 
Speak Engliah: Yes. Nationality: American. 

Married: No, In Détroit how long: Life. In U. S.: Life. Naturalized: 



Dependents. 

Name: Nome. Relation: Age: Address: 

Name: Relation: Age: Address: 

Name: Relation: Age: Address: 

Name: Relation: Age: Address: 



Extent: 
Extent: 
Extent: 
Extent: 



Habits: Good; smohes — does not dririk. Education: Past — ^^i^^ school; présent — 
None. Doctor: None; address: 

Life Ins. Co. name: Metropolitan. What kind: 20 year endow. Amount: f2,000, 
Premiums per year: %65. 

Kind of building: 2-story .hrick. No. of rooms: 9 and hath. Occupants: Maie 4; 
female 2; children 1. Light, air, sanitation: Good. How furnished: Well. 

Neighborhood: Good; American rcsidential 2-8tory houses in good condition. Boards, 

week: $7. 

Financial CoNDrrioN. 



Property owned or buying. 


Location. 


Valu6. 


Am't 

paid 

this fnv. 


Am't 

paid 

(aate), 

7-10-14. 


Am't 

paid 

(date), 

12-1-14. 


Am't 

paid 

(date), 

8-1-15. 


Nosw. 








•...•••••• 






Notne 









None. 




*" *• 


Btivine lot 


— Center St 


1650 


• 


None. 


t55 












Name of bank. 


Ix)cation. 


Account 
Na 


Balance 
this inv. 


Balance 

(date). 

7-10-14. 


Balance 

(date), 

12-1-14. 


Balance 
(date), 
8-1-15. 


H P State 


HP 


2243 


164 








None 


None. 


1 


n p fiftttji . ! HP 


19467 




124 t253 








\ 


V 
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Financial Oondhion — Concluded. 



Debtsto— 


For. 


Balance 

due 
thisinv. 


due 
(date), 
7-10-14. 


Balance 

due 
(date). 
12-1-14. 


Balance 
due 


Nane 






Nflne. 


Nom. 


Nooa. 











Acctofshare 
of profits. 


This 
data. 


Acct of share 
of profits. 


(Date) 
7-10-14. 


Acc^of share of 
profits. 


(Date) 
12-1-14. 


Aoc'tof share 
of profits. 


(Date) 
^1-15. 






Bankdecrease. 

Can not ao- 
countforany^ 
of profits. 


164 


Clothe8(v) 

Banked(v) 

Dentlst(v) 


$35 
24 

8 


Tnsnrance (v). 

Lot(v) 

Banked(v)... 


t6S 
55 

229 




C7 


349 



Home condition. 
Date: 7-10-14, Same, Date: 12-1-14, Same, Date: 8-1-15, Same. 

Kemarks. 

This man lives with a respectable family, and haa started a savings account, and I 
belicve will make good use of the profits, if granted. 

July 10, 1914: The profits hâve been a détriment to this young man. After getting 
a share of the profits he started in ha\dng a good time. He not only spent ail of the 
profits he received, but the money he had in the bank as well. He has absolutely 
nothing to show for the wages and share of the profits he has received since last inves- 
tigation. 

Dec. 1, 1914: This man has realized his mistake. He has started a new account at 
the H. P. State bank; says he now stays in nearly every evening. Since he has 
shown thrift with his wages since last investigation, I Uiink he should be given 
another chance. 

Aug. 1, 1915: A big change has taken place in this young man. Every one around 
the place where he lives speaks very well of him. He has saved his share of profits, 
bought a lot, and intends to get married shortly and build a home. He has started a 
technical course in the Y. M. C. A. 



Inf'nfrom: Self A Mrs. J. W. Relation: Landlady. InVr: Nom. 
This date: Approve. 

Inf'n from: Self <k Mrs. J,W. Kelation: Landlady. Int'r: None. 
Date: Disapprove, 7-10. 

Infnfrom: Self & Mrs. J.W. Relation: Landlady. Int'r: None. 
Date: Approve, 12-1-14- 

Infn from: Self Relation: . Int'r: None. Inv'r: 

prore, 8-1-15. 



Inv'r. 
Inv'r: 
Inv'r: 



Date: Ap^ 



Approved for Share in Div. Profits. 



-Bv A. E. Date: lt-5-14. 



By L. G. M. Date: 1-14-14- By . Date: 

By L. G. M. Date: 8-5-15. 

Rate: 1-14-14, 68%. Skill: 43 B 2. Rate: 7-12-14, Skill: 43 B 2. Rate: 

12-5-14, 68%. Skill: 43 B 2. Rate: 8-5-15, 68%. Skill: 43 B 2. 

Remarks. 

Jfave taJked to this man, and he realizes the mistake he has made. , Promises to 
fend Jiûf waya. 
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Record C. — ^This employée, althongh not eligible to participate by 

reason of the f aot that he was iinder 22 years of âge, was put on the 

participating roU upon the recommendation of the company's inyes- 

tigator because it was found that he was the sole support of the 

fwiily. The f ather of the f aimly, upon his death, had left it penni- 

less, without any means of support. 

The record foUows: 

No. [Record C]. 

Record of Investigation. 



Name: 



Address: 



-, l-S-1914, 



-, 8-5-14y 



-, l'20-î5. 



Date (factoiy): 1-9-14- Date (home): Î-S-Î4. Date hired: 12-10-13. Date of 
lastinv.: 

Age: 20. Date of birth: $-12-1893. Religion: Protestant. Speak English: Tes. 
Kationality: American. 

Married: No. In Détroit how long: 8 years. In U. S. : Li/e. Naturalized: 

Dependentfl. 

Name: . Relation: Mother. Age:4€yrs. Addieso: Same. Estent: Totally. 

Name: . Relation: Brother. Age: 12. Address: Same. Extent: Totally. 

Name: . Relation: Sister. Age: 9. Address: Same. Extent: Totally. 

Habite: Good; does not smohe or drlnh. Education: Past — Common school. Prés- 
ent — Doctor, ; address: . 

Life Ins. Co. name: None. What Idnd: Amount: Premiums per 

year: 

Kind of bidlding: /-^tory/rom^. No. ofrooms: Four. Occupants: Mâle,/; female, 
1; children, 5. lôght: Fair. Air: Good. Sanitation: Good. Howfumished: Fairly 
wdl. 

Neighborhood: Mostly frame cottages in fair condition^ congested, mixed nationali- 
tie^ Rent, month: fl2. 

Financial Condition. 



Property owned or 
buying. 


T.>ocation. 


Value. 


Am't 

naid 

this inv. 

1-8-14. 


Am't 

paid 

(date), 

8-6-14. 


Am't 

paid 

(date), 

1-20-15. 


Am't 

paid 

(date), 

10-5-15. 


None 














Bnvine home , 


2»72 Mftfn 8t 


.S2,850 




None. 


i500 


$765 










Name of bank. 


Location. 


Account 
No. 


Balance 

this inv. 

1-8-14. 


Balance 
(djite), 
«-5-14. 


Balance 

(date), 

1-20-15. 


Balance 

(date), 

10-5-15. 


None 












H. P. State 


H. P 


11934 




$250 1 S50 


$105 















Debtsto— 


For— 


Balance 
due this 

inv. 
1-8-14. 


Balance 

due 

(date), 

8-5-14. 


Balance 

due 

(date), 

1-20-15. 


Balance 

due 

(date), 

10-6-15. 


Family Fumlture Co 


Fumlture 


120 

60 


Noue. 

$20 

32 






D. J. Oreen 


Undertaker 

New fumlture .... 


None. 
$12 




Family Furnitnra Co , , x 


None, 











104 



BULLETIN OF THE BUREAU OF LABOR STATISTICS. 



Financial Condition — Concluded. 



Acc'tofshAre 
of profits. 


This 
date. 


Acc't of share 
of profits. 


(Date) 
8-5-14. 


Acc't of ahare of 
profits. 


(Date) 
1-20-15. 


Acc't of .share 
of profits. 


(DaU) 
10^15. 






Banked(v) 

Furnitiiredebt. 
Funeraldebt... 
NewfumJture.. 


S250 
20 
40 
40 


Paidonhome 

Undertaker 

Fumitur« 

Insurance 

Bank decrease. 


ssoo 

20 
20 
30 


Prin.cahome. 
Int. on home. . 

Banked 

Fumiture 


tass 

40 
56 
U 


* 


350 


570 
200 


373 




370 





Home condition. 
Date: 8-5-14, Good, Date: 1-20-15, Good. Date: 10-^15, SavM. 

Remarks. 

This boy lost hls father by death about G months ago, and the mother has had a 
rather hard struggle to make both ends meet. The father did not carry life insuranee, 
and they are still in debt for the funeral expenses. This son is very good to his mother. 
He tums his pay envelope over to her each pay day. A very worthy case. Mother 
has no other means of support. 

Aug. ^, 1914: This family has moved to a nice five-room âat, occupied by them- 
eelves only. Hâve bought new fumiture, and everything is clean and comfortable. 
They intend to buy a home of their own as soon as they hâve a little more saved. 

Jan. 20, 1915: Since last investigation this family has purchased a nice little cottage 
containing G rooms and bath; hâve all'modem conveniences, including fumace, and 
is in a neighborhood not very thickly settled; children hâve plenty of room to play 
and lots of fresh air. Boy has taken out a 20-year insuranee policy with the New 
York Life for 11,000. 

Oct. 5, 1915: This family is getting along very nicely. They are very thrifty. 
The share of profits liaa l)een put to good use, and they are very happy and contented. 
The boy is now 22 years old and has verified his âge by birth ccrtificate. Brother 
and sis ter are attending school. He still lets his mother handle the money. 

Inf'n from: 5r// <t- mother. Relation: Int'r: None. Inv*r: . This 

date: Approve. 

lul'nirooï: Self éc mother. Relation: Int'r: iVo?i€. Inv*r: . Date: 

Approve y 8-5-14. 

Inf'n irom: Self d: mother. Relation: Int'r: Xone. Inv'r: . 

Date: Approve^ 1-20-15. 

Inf'n from: Employée. Relation: Int'r: Nom. Inv'r: — • — . Date: 

ApprovVj 10-20-15. 

Approved for Share in Div. Profits. 

By A. E. Date: 1-U-li. By L. G. M. Date: 8-7-14. By L. O. M. Date: 
1-23-14. By A. E. Date: 10-2.S-15. 

B^ie: 1-1 2-14, 62li. SkilU^C^. Rate; 5-7-i^, 6f H. SkillJ^Cf. Rate: i-i?J- 
15, 65%. Skill 38 C 3. Rate: 10-23-15, 65%. Skill 38 C 3, 

Each of the company's mvestigators dévotes his entire timo to 
this work. Ho is fumishcd with an interpréter and an automobile. 
is his duty to Icam aU he can about the employées whom he is 
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requcstcd to invostigato. Ho finds ont, as caii be secii from thc blai^ks 
hcro rcproduccd, what arc tho conditions in thcir homes, what rccix^a- 
tions thcy indulgc in, how much moncy thcy hâve savc<l, how much 
thcy owe, how much thcy scnd to thcir fricnds abroad, how many pcr- 
sons arc dépendent upon them, in f act, every thing possible that might 
assist in detennining whcthcr the employée is to partioipate in the 
benefitd of the plan. The following is a copy of an instruction sheet 
for the guidance of investigators employcd by the company: 

To iNVBsnoATORS. — ^The aallent facts to asccrtain about the three classes into 
which we bave divided our men are noted below. Understand that the lack of positive 
information withholds ail benefits from employées until ail of the facts in each indi- 
vidual case hâve been ascertained. 

Married Men. — ^We must hâve such information as will assure us through you 
that a man is married and is living with his wife. Use ail the thought and Ingcnuity 
at your command to get this information poeitively. We also must know about the 
man's habits. ^ 

SiNOLB Men Oyeb 22. — Granting the division of the profits to them is based 
entirely upon their being "proven" thrifty. We must know through you positively 
as to the conduct of employées outside of business, the extent of their indulgences 
that makes for good or bad manhood. 

Single Men Under 22. — ^We want to ascertain positively whether or not thcse 
young men hâve anyone dépendent upon them, and whom, and to what extent. 
Verify their âges positively. In case of conflict between the office records and the 
man 's statements of his âge, please give us your beet judgment if you can not obtain 
tangible proof . 

General. — Please throw into the investigation of each case a deep, pcrsonal in ter- 
est and state as briefly and concisely as you can ail of the facts and fcatures necessary 
for a well-rounded judgment. The honesty of a man in making frank statements, 
and the home conditions particularly, are of v'ital importance. Get as much informa- 
tion as you can in each case to cover the points gone over in talks and outlines with 
you. Please remember that we want the exact truth on ail phases of the situation 
rather than quick retums. 

It must be notod, however, that of late the principal emphasis in 
thèse investigations is laid upon the question of thrift, the relative 
importance of ail othor conditions described in the foregoing sections 
having been greatly diminished on accoimt of reasons stated elsewhere. 

The judgment formed by the investigator, based upon the informa- 
tion and figures obtained, is prcsentcd in writmg with a spécifie rec- 
ommendation. Each case, aiter being rcported upon by the mves- 
tigator, goes before a committee of thc éducation dopartment, which 
passes a final judgment on the case, eithcr approving or disapproving 
the recommendation. 

As may be seen from the foregoing records, hivestigations are 
repeatcd in ordinary cases at regular intcrvals of about six montlis. 
In spécial instances more fréquent investigations are made. The 
number of timos that an employée may havc been disapproved lias 
no bearing whatever upon his ultimate approval for participation. 
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In every instance of disapproval the employée involved is inf onned of 
the reasons for such action and suggestions given as to how he may 
qualify. The same is true of cases approved and snbsequently dis- 
approved; if a reinvestigation shows that the causes for the previous 
disqualification hâve been removed the employée is put baok on the 
participation rolL 

KXTENT OP ACTUAL PAKTICIPATION. 

The ruies goveming the participation in the benêts ci the plan are 
strie tly appUed; the rigidity of the application, however, dépends to 
a very significant extent upon the character of the spécifie group of 
employées concemed. The company pays very little attention to the 
manner of life, etc., of their office employées. Thèse are approved 
for participation upon only a cursory investigation of their respective 
records. It is the opinion of the oompany that the employées of the 
oommercial and clérical occupations, who mostly are native Ameri- 
cans with some éducation, need not be told how to live decently and 
respectably. For this reason most of the rules and régulations as well 
as the results desoribed in this section of the report conoern chiefly the 
manual and mechanical workers, many of whom are of foreign birth 
and unable to speak the English language. 

For conveniance of discussion, the nonparticipating employées of 
th^ oompany may be classified into a "nonparticipating buteligible" 
group and a "nonparticipating because inéligible" group. The 
former embraces ail the employées who for individual reasons hâve 
not received the bencfîts of the plan but remain eligible to receive 
them. The latter embraces ail employées who, by the very nature 
of the plan, can not immediately or ever come under it inasmuch as 
the plan was designed to benefit only those employées who hâve 
workcd six months or more directly for the company. This group 
includes ail the newly-hired employées as well as people who are only 
nominally employées of the company — those engaged in building and 
oonstniotion, deÛvery and transportation work done by independent 
firms under oontract with the company. It also includes employées 
too young to participa to — under 21 years — and girls with no total 
dependents. 

The following table shows the extent of participation for a period 
of 31 months, between April 10, 1914, and November 1, 1916: 
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XUU as.— NUUBEH AHD PBR CENT OP PABTICIPATING AND NONFARTICIPATINO 
EMPLOYEES (BOHX PLAMT) AT BFECIFIED DATES DUBINO 31 UONTHS ENDINO 
NOV. I, MIB. 





Total 

ploï^. 


PBTtlOlpSttaE. 


Nonpanlpfpatlng- 


Due. 


Numbar. 


,.». 


Bul dlgible. 


B«.u» 


Ineligiblo. 




N-mb^r. 


Per^t 


Number. 


Fa cent 


A 10 1914 


Il 
II 


7.597 

,Î:S 
II 


57,11 


«M 
43fl 


i!ïi 


lalals 





































Oiï November 1, 1916 — 31 months aftor tho inauguration of the 
plan — of a total averse «mployed of 40,075, 27,492, or 68,60 per cent, 
were participating in the benofits of thc plan. The 12,5S3 nonpartici- 
patiBg employeeB (31 .39 per cent of ail employées) were distributed as 
foUowa: "Nonpsrticipating, but eligible," 238, or 0.59 por cent, and 
"NonparticipatiDg because inéligible," 12,345, or 30.80 per cent. 

Tho reaJ extent of delibarate disqualification from participation for 
reasfms 8tsted elsewhere is shown in the colunm of the abovs given 
taWe ontitled "Nonparticipating, butebgible." The percentage this 
group ifl of the total force has been on the decrease during tho en tire 
period, having declinod from 28.14 per cent on April 10, 1914, to 2.77 
c«nt ou May 12, 1915. The investigation made July 20, 1916, 28 
months after the plan was put into effect, showed that this group 
has been reduced to slightly over 1 per cent of the total employed. 
By November 1, 1916, the rnimber of those deliberately disquolified 
frâm participation was further reduced — to 238, or slightly over one- 
half of one per cent of the total working force of the plant. The 
decreasein the percentage participating between December 2, 1914, 
and May 12, 1915, as shown in the table, is due largely to the inâux 
of a great number of new employées, the working force of the Com- 
pany having been increased by over five thousand between Decem- 
ber 2, 1914, and May 12,1915. 

Table 37 shows in détail the relative status of one of tho two 
groupa and Table 38 the relative status of the other, on eight différ- 
ent dates during the first 31 months of the opération of tbe plan, as 
well as the causes for noaparticipatloa.. 
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Table 37.-NUMBER AND PERCENTOF EMPLOYEES NOT PARTICIPATINO BUT EU- 
CIBLE DURING 31 M0NTH8 ENDING NOV, 1, 1916, CLASSIFIED BY CAUSES. 



• 


Employées nonpartidpatlng but eligible. 


Cause of disapproval. 


Apr. 10, 1914. 


Julyl 


r, 1914. 


Sept. 25, 1914. 


Dec 2, 1914. 




Num- 
ber. 


Per 
cent. 


Num- 
ber. 


Per 
cent. 


Num- 
ber. 


Per 
cent. 


Num- 
ber. 


Per 
cent. 


Poor home conditions * 


2,535 
798 


19.13 
0.02 


428 

189 

134 

40 

14 


4.32 

L91 

1.35 

.40 

.13 


74 
240 
327 
16 
15 
11 


a 61 

L98 

2.70 

.13 

.12 

.00 


35 

153 

234 

14 

19 

9 


0.28 


Lûck of thrift « 


1.20 


No DTOof of ttiïe 


1.84 


Domcstic trouble 


209 
70 


L58 
.53 


.11 


Liars 


.IS 


Bad habits 


.07 


No proof of ipftrrfniîe — 












Doubtful statement and misoellaneous. 


117 


.88 
















" 










Total 


3,729 


28.14 


805 


8.11 


683 


5.63 


464 


3.65 








May lî 


2, 191Ô. 

0.74 

L28 

.45 


Nov. 1 


7, 1915. 


July 29, 1916. 


NoT. 1, 1916. 


Poor home conditions * 


131 

228 

80 


51 
206 
97 
9 
H 
32 
15 
15 


0.23 
.94 
.45 
.04 
.06 
.15 
.07 
.07 


13 

145 

140 

46 

84 

27 

4 

9 


0.04 
.42 
.40 
.18 
.10 
.06 
.01 
.03 


9 
87 
61 
40 
26 
18 


0.08 


Lack of thrift» 


.22 


No oroof of aeo 


.15 


Domestic trouble 


.10 


Liars. 


20 

14 

10 

2 


.15 
.08 
.00 
.01 


.06 


Bad habits 


.03 


No oroof of marriace 




Doubtful statement and miscellancous. 


2 1 .003 


Total 


491 


2.77 


439 


2.01 


418 


1.21 


238 


.50 







> The followiog is a statement of the company bearing on this point: 

Home comforts and «cnito/ion.— Employées snould not sacrifice their CEunllT rigbts, pleasures» and coin* 
forts by fliling the house with rooraers and boarders, nor endanger their cliijdren's morals or weUtte by 
allowing them to associate with i>eoplo about whom they know little or nothing. 

Employées shoiild live in clean, well-conducted homes, in rooms that are wdl l^ted and rentilated. 
Avoid the congested and slum parts of the city. The company will not approTe, as profit sharers, mm 
who herd themsclves in overcrowded boarding houses whicn menace their nealth. Sâeet a home wbere 
there are few boarders or roomers, the surroundings clean and whoieeome, paying partlcukr attention to 
the sanitary conditions in the house. 

Do not occupy a room in which one other person sleeps, as the company is anxious to hâve its employées 
live eomfbrtably and under conditions that malce for cleanliness, good manhood, and good citiMoanip. 

< The following is a statement of company bearing on this point: 

Thrtft. —Eyery employée participating in profit-sharing is expected to save some part of the profits aUowed 
him. No hard and ia.st nile can t>e laid down or adopted in this particular, as responsibilities diUer with 
différent persons and familles. For instance, an employée with a family of wife and six diildreQ can not 
be expected to save as ranch as one with only two or ttiree children, or none. 

The single man with no one dépendent upon him is in a position to save ail of his profits, and it is tnm 
this Clara that the company expects the greatest gain in savings to be made. 

At the ond of the first 31 months of tho opération of the plan the 
percontago of ^'nonparticipating, hut ohgihle" employées was reduced 
from 28.14 por cent to 0.59 per cent. 

Tho two principal roasons for the existence of this group were '*poor 
homo conditions'' and ''lack of thrift/' thèse two causes having 
boon rosponsiblo for almost nine-tenths of the group. During the 
lîrst 31 months of opération of the plan the percontage of employées 
disquahfied on account of *'poor homo conditions'' decrcased from 
19.13 per cent to loss than ono-fourth of 1 por cent; at the same time 
the proportion of disquahfied bocause of lack of thrift decreased from 
6.02 per cent to 0.22 per cent of the average total number employed. 
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Table 38.~NUlfBER AND PER CENT OF EMPLOYEES NOT PARTICIPATINO BECAU8B 
INELIGIBLE DURING 31 M0NTH8 ENDING NOV. 1, 1916, CLAS8IFIED BY CAUSES. 







Employées n(Hiparticipating because inéligible. 


CaïueofineUgibflity. 


Apr. 10, 1914. 


July 17, 1914. 


Sept. 25, 1914. 


Dec. 2, 1914. 




Num- 
b«r. 


Ter 
cent. 


Nura- 
ber. 


Per 
cent. 


Num- 
ber. 


Per 
cent. 


Num- 
ber. 


Per 
cent. 


Tooyoang; no total dependeots 

OMs; no toital depflndaits 


1,955 


14.75 


600 
180 


6.05 
1.82 


850 

296 

252 

3 

(») 


7.01 

2.44 

2.06 

.03 


623 

285 

200 

3 


4.01 
2.24 


Fovflr and ooDstiuctkin * 






1.58 


iCffi dnd tflani^i r . , 










.08 


Nfir piMi .,.---. 


(») 




(») 










Total 


1,955 


14.75 


780 


7.87 


1,401 


11.56 


1,111 


8.76 






- 


Mayi: 


2, 1915. 


Nov. 17, 1915. 


Jaly20, 1916. 


Nov. 1, 1916. 


Too yoang; no total dependents 

Oiris: no total dODendents 


531 
424 
450 

4 
5,270 


2.99 

2.38 

2.53 

.02 

29.67 


585 

301 

} '*^ 
8,501 


2.68 
1.38 

3.47 

16.06 


409 
258 
/ 


L19 
.75 


425 
45 


L06 
.11 


Pawwr *nd «lytrMtrnctian * r 




If en 9Xkt% tflams * 


{.:::::: 




2 
11,873 


.006 


V9W imn 


11,249 


32.61 


29.63 






Total 


6,079 


37.50 


5,144 


23.59 


11,916 


34.55 


12,345 


30.80 







1 CoostmeCion employées and men on teams are employées of the company only indlreetly, Inasmuch 
as they are not hired by the ccmipany, but by oontractors doing work for the flrm. 
> Noi reported. 

The relative size of the ''Nonparticipating bocause inéligible" group 
of employées seems to hâve been in a constant flux during the first 
31 months; in terms of a percentago of the total employod this group 
was-as foUows: April 10, 1914, 14.75; July 17, 1914, 7.87; Sept. 25, 
1914, 11.66; December 2, 1914, 8.75; May 12, 1915, 37.59; November 
17,1915,23.59; July 20, 1916, 34.55, and November 1, 1916, 30.80, the 
percentageon the last datebeing more than twice as large as that on the 
first date, in spite of the f act (shown in the table) that the p( rcentage 
inéligible on accomit of boing under 22 years of âge had decreased f rom 
14.75 to 1 .06 per cent. The reason for the great increase of employées 
in this group can be gathered from the table, namely, the great in- 
crease in the total force of the factory during the poriod immediately 
preceding May 12, 1915, there appearing on that date a total of 5,270 
new employées; that is, employées with a service record of less than 
six months and not eligible to participate. 

Temporary dlMiaaliflcatlon from participation. 

During the first 18 months of the opération of the plan a total of 
1,293 employées were temporarily disqualified from participation in 
the benefits of the plan. Of this number, 853, or about two-thirds, 
hâve been restored to the participating roll within the same period, 
The following table shows the number and per cent of employées dis- 
qualified, classified by the causes for disqualification, as given by the 
Company: 
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Taslb 8».— NUMBER and PBR CENT OF EMPLOYEES TElf PORARILY DISQTTALinSD 
FROM AND AFTERWARD RESTORED TO PARTICIPATION DURINO U MONTH8 

ENDING JULY 12, 1915, BY CAUSES. 



Cause of disquallfloatiao. 



1. Laekofthrift 

5. Poor home conditioiis 

8. No pitx^ of a^ 

4. Liar 

6. Rehired 

6. lloney loaned oo note withoat seciirity 

7. Bad habits 

8. No proof ol marriage 

9. Llving wf th women not their wives 

10. Under 22 years; no total dépendants — 

11. lloarding monôr at home 

12. Girb; no total dependeots 

13. Dometitic troubles 

14. Stealing 

15. Monev plaoed in prlvate banks 

16. Keepmg roomers 

17. Wifeworking 

18. Nonsupport and désertion 

19. Business outside of Company 

Total 



Employées who were- 


— 


Disqualifled. 


Afierwards nstored. 




Per 




Per 


Nomber. 


œntof 


Nnmber. 


oentof 




total. 




groop. 


fiS2 


41.1 


944 


•4.7 


255 


19.7 


188 


78.7 


152 


11.8 


132 


aa.8 


92 


7.1 


53 


57.6 


59 


4.6 


13 


22.0 


56 


4.5 


85 


ea8 


45 


8.5 


83 


73.3 


23 


1.8 


19 


82.6 


19 


1.5 


10 


52.6 


17 


1.3 


1 


5.9 


13 


1.0 


U 


84.6 


a 


1.0 




SSwl 


4 


.8 




25.0 


8 


.2 




loao 


8 


.15 




SOLO 


8 


.15 




lOOiO 


2 


.15 




loao 


1 


.08 




loao 


1 


.08 




loao 


1.298 


100.0 


858 





A few notes conceming some of the causes for disqualification as 
listed in the above table may be of some value as illustrating the at- 
titude of the Company on some of the problems involved in the ad- 
ministration of the plan, Thus, ''3, No proof of âge": This meana 
that employées, if unmarfied, must prove in a satisfactory way that 
they are over 22 in order to qualify for participation. ''4. liar": By 
this is meant an employée who has made misstatements to the inves- 
tigator of the company with référence to âge, number of dependents, 
conjugal condition, etc., in order to get the benefits of the plan. 
'^5. Rehired'': This means that with refemce to participeation a re- 
hired employée is on the same basis as a newly hired one — disquali- 
fied from the benefits of the plan during the first six months of ser^ 
vice. "6. Money loaned on note without security*': It is the poUcy 
of the company to discourage indiscriminate loaning of money to 
irresponsiblo persons. "11. Hoarding money at home": The com- 
pany is endcavoring to make emplo3^ees keep their savings in regu- 
larly incorporated banldng institutions instead of hoarding them at 
home or depositing them in the so-called private banks maintained 
by financially irresponsible countrymen of the employées. "14. 
Stealing": This refers to the stealing of material, tools, etc. This 
rulc, however, is not in opération at the présent time, as this offense, 
if not grave enough to cause discharge, is not considered a bar to 
participation. "19. Business outside of company" : This means that 
r^o participating employée is permitted to hâve outside business in- 
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; in the opinion of the m&nagement a worker caa not be efficient 
if he has outâîde work in additioa to tua work in the factory. 

Orer 60 per cent of ail the temporarj disqualifications from par- 
ticipation were due to two causes: (1) Lack of thrift on the part of 
the employées, and (2) poor home conditions — facts demonstrating, 
in the opinion of the company, that " the profits paid hâve been 
wrongiy utilized." Sixty-four and seven-tenths per cent of ail dis- 
qualified by reaaon of lack of thrift and 73.7 per cent of those dis- 
qualified on account of poor home conditions were put back on the 
participating rolla within 18 months, the period oovered by the table, 
showing that the objectionable conditions responsible for the dis- 
qualiiication had wholly or to a great extent been removed. 

The following table shows the relative proportions of participating 
and nonparticipating employées in the varions planta of the company 
in the United States on January 12, 1915, one year after the inaugu- 
ration of the plan: 

8 PARTICIPATING ON JAN. 11 



tiOcatioDaliitiiit. 




St. LoaU.. 
Plllsbui^. 
Dilrall (. 
plsnl). 



1 Aagust 31, IBIS, (he proportion partlclpstlnc rose to 73.E per cent ol the total uumber emplored. 

The highest proportions of participants were fouad in the plants 
of the company located in Détroit (office), Pittsburgh, St. Louis, and 
Cambridge, Mass., the spécifie percentages that participated in the 
distributed profits in thèse plants having been 97.5, 97.5, 93.1, and 
91.6, respectively. Thèse high proportions of participants, as com- 
pued with the other plants of the company, is to be attrihuted to the 
fact that the plants located in the above given cities hâve been in op- 
ération longer than any of tho others and that, thorefore,' their rela- 
tive growth has not been as rapid. Such a condition naturali^ l&ftfi& 
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to a high proportion of participants in view of the fact that the largest 
single cause for nonparticipation, as shown in Table 38 and in the fol- 
lowing table, is the présence of new employées, six months of continu- 
ons service being prerequisit^ for participation. The same reason is to 
be given for the relatively low proportions of participants in the fac- 
tories of the company located in Indianapolis (24.5 per cent), Cincin- 
nati (25.6 per cent), and Atlanta (30.6 per cent) — the lowest m the 
en tire organization. The foUowing table shows that in Indianapolis 
94 per cent, in Cincinnati 96 per cent, and in Atlanta 95 per cent of 
the total nonparticipating employées were still new — that is, with a 
period of service less than six months. 

Table 41.— PER CENT OF NONPARTICIPATING EMPLOYEES, CLASSIFIED BY CAUSES 

JAN. 12, 1915, BY LOCATION OF PLANT. 

[Ail employées excopt tbose of home oflice.] 





Per cent of nonparticipating employées, by cause. 


Location of plant. 


New em- 
ployées. 


Single 
under 22. 


Home 
condi- 
tions. 


Lackof 
thrift. 


Noproof 

of mar- 

riage. 


Misrel- 
laneoiUL 


Indianapolis 


94 
96 
95 
87 
75 
91 
97 
93 
88 
79 
87 
93 
92 
65 
90 
86 
75 
72 
79 
68 
77 
88 
89 
86 
69 
96 
85 


6 

4 

t 

21 
6 
2 
7 

12 
19 
12 
5 
8 
33 










rfnfinniit i 










Atlanta 








1 


Mempbis 


1 


3 




1 


Son Francisco 




4 


Columbus 




2 
.5 




1 


Petroit (branch) 






.1 


Cbarlotte 








Louisville 










lAma Island City 








2 


liinheapolis 




1 
2 






Dallas 








Omaha 








Portland 




2 






Seattle 






10 


Clevelaud 


11 
22 
28 
19 
32 
20 
8 




3 






Los Angeles '. 






S 


MilwauKoe 










Denver 








2 


Philadelphia 










Chicago 




1 




2 


BulTalo 


4 






Oklahoma City 


11 






Houston ■. 


il 

31 

4 

5 

50 






i"* 


Fargo 










KftnsfLS Citv , , - 










Cf^ni^ridiïe - 


5 
34 
40 

6 


5 

8 

20 

8 




******* ••• 


St. Louis 


2Ô' 


s 


Pittsbureb 




20 


Détroit (niant) 


73 


15 


S 









The places of location of the varions plants of the company shown 
in the preceding table are arranged approximately according to the 
date of their estabhshment — the Indianapohs plant being one of the 
newest extensions of the activities of the company, and the Détroit 
plant the oldest in point of existence. 

The table brings out two interesting f acts which throw conâideraUe 

light on the gênerai nature and workings of the plan: First, that the 

r principal reasons for nonparticipation are (a) the présence of new 

employées with a service p'.Tiod of lésa Ihan six months (the itiinimnin 
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required for participation) due to the constantly and rapidly increas- 
ing niimber of employées throughout the year and (b) employées 
under the ago of 22, not entitled to participate except mider spécial 
circumstances, namely, when they are the sole support of their 
families. Second, the older the plant the smaJler its relative growth 
and the number newly hired, and consequently the smaller the num- 
bcr of nonparticipants in the benefits of the plan. 

DISPOSITION OF FORFEITURES. 

As originally announced the plan contained no spécifie provision 
with référence to the disposition of the shares of those employées who 
for some reason were temporarily disqualified from participation. 
As the spécifie amount that was to be distributed under the plan 
was not and is not now fixed — depending whoUy upon the rates of 
wages and eamings of the employées — such forfeited shares auto- 
matically reverted to the treasury of the company. 

A new rule dealing with this feature of the plan was promulgated 
by the company on August 1, 1915. Under this rule temporarily 
disqualified employées are given the opportunity to recover the for- 
feited shares in whole or in part, depending upon the length of time 
that it takes them to eliminate the objectionable features that were 
the cause of their disqualification. Under this rule employées may 
recover forfeited shares in the f oUowing proportions : 

If an employée requalifies within one month he recovers 100 per 
cent of the forfeiturc; if within two months, 75 per cent; if within 
three months, 60 per cent; if within four months, 40 per cent; and if 
within five months, he recovers 25 per cent of the forfeiture. 

If an employée does not succeed in requahfying after six months 
his présence in the organization is considered undesirable and he is 
therefore automatically discharged. AU the forfeited moneys revert 
to a spécial charity fund, to be used by the management for any 
charitable purpose it may deem advisable. Out of this fund the 
company pays $10,000 per annum to a tuberculosis sanitarium, for 
the maintenance of beds and treatment. 

BENEFITS ACCRUING TO EMPLOYEES AS SHOWN BY THEIR DAILY CARNINGS. 

In connnection with the information presented below, it must be 
not^d that the en tire organization of this company is opéra ted on a 
daywork basis. There is no piecework or any other individual 
efficiency bonus schemc in existence. 

An analysis of the actual daily eamings of the 49,870 employées of 
this company madc on August 31, 1916, showed that 35,250, or 70.68 
per cent, were eaming $5 and over per day and 14,620, or 29.32 per 
cent were earning under $5. The proportion that received less than 
t5 per day correspondcd vcry closely to the proportion of eta^lo^^^^s. 

. 56831''— Bull. 208—17 8 
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not yet under the benefits of the plan — ^mostly new men who bave 
been in the service of the company less than six months. 

The f oUowing two tables give the detailed figures for the employées 
of the entire home plant, and for ail the branch plants of the com- 
pany, respectively: 

Tabls 42.— NUMBBR AKD PBB CBKT OF FACTORY AND OFFICB SlfPLOYEEB WHO 
RECEIVED EACH CLASSIFDSD WAOB FER S-HOUB DAY» AUO. 81, 191f. 

HOME PLANT. 



CtMBifled wftg» per 8-hoiir day. 


Factory. 


Offle*. 


TotaL 


Namber. 


Ferœnt. 


Namber. 


Fermât. 


Number. 


Peromt. 


ITiider $5 


9,555 

23,157 

1,367 

410 


27. n 

67.14 

3.96 

1.19 


338 
428 
112 

ise 


32.88 
41.63 
10.90 
14.fi» 


9,893 

23,585 

1,479 

500 


27.86 


85toS5L99 


66.40 


S9 to 16.99 


4.16 


f7 ftml OY^ï". ... 


1.56 






Total 


34.489 


100.00 


1,088 


160.00 


36,517 


loaoo 







Over 72 per cent of the factory employées, and a slightly smaller 
per cent of the office employées, were receiving $5 or more per day. 
The somewhat smaller proportion of office employées receiving $5 or 
more per day is to be accoimted for by the f act that the office gronp 
con tains a considérable number of boys, under 21, messengers, errand 
boyS; etc, employées not old enough to reach the $5 scale. 

The 9,555 factory employées who are classified as eamingunder$5 
per day received the foUowing daily rates: 

12.08 to 12.72 7,W1 

$2.73 to $3.99.1 1,469 

$4to$4.99 155 

In view of the fact that on October 10, 1916, the minimum rate per 
hour for factory employées was raised to 43 cents, the bulk of this 
group — 98 per cent — at the présent time eam J3.44 per day. 

For the home plant as a whole, the proportion receiving $5 or 
moro per day is over 72 per cent. 

Table 43 gives the daily eamings of employées in the service of 74 
branch plants of the company located ail over the United States. 

TABLE 43.>-NnKBEB AND PER CENT OF EMPLOYEES WHO RECEIVED EACH CLASSIFDSD 

WAGE PER 8-HOUR DAY, AUO. 31, 1916. 

74 BRANCH PLANTS. . 



Classified wage per 8-hoiir day (in doIlarsX 




Under $5... 
$5 to 15.90.. 
f6tofô.99.. 
67 and over. 

Total. 



4,737 

8,657 

186 

789 

14,353 



Peromt. 



3XM 

60.31 

1.» 

5.50 

lOaOB 
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Slightly over 67 per cent of ail the employées of the 74 branch 
plants were receiving $5 or more day. The 4,727 employées who are 
classified as eaming iiader $5 per day were receiving the foUowing 
daily rates : 

Uiider|2 4 

$2 and under 13 4,216 

$3 and under$4 426 

$4 and under$5 81 

COST DP THE PLAN AND ITS BBNEPTTS TO THE COMPANY. 

During the first year of the opération of the plan an average of 69.7 
per cent of ail employed participated in its benefits.' The amount dis- 
tributed as ' 'profits" during the same year was $8,434,849^ on a regular 
pay roU of $14,021,067, an increase in the labor cost of 60.2 per cent.^ 

The management is of the opinion that the opération of the plan 
has resnlted in numerons benefits to the company, chiefly in increased 
individual and collective efficiency, development of good will and of 
au esprit de corps; but, particularly, in stabUizing the working force 
of the plant, which prior to the introduction of the plan was in a 
constant state of flux. In support of the latter contention the man- 
agement présents the following figures showing average number 
employed, numbers discharged, leaving voluntarily and laid off, be- 
fore and after the adoption of the plan, by years: 

Tablk 44.— NUMBER LBAVINQ EMPLOY OP COMPANY POR BACH 8PBCIFIED CAUSE, 

BY YEARS, 1913 TO 1915. 



Year. 



1913 

1914 

1915 

Jaii.-Jaiie, 1916. 



Avenue 

num1)er 
employed. 



13.683 
12, 115 
18.028 
27,490 



Number 
dlsdttrgod. 



8,490 

926 

27 

1 



Namber 

leavins 

volimtanly. 



39,575 
5,199 
2,871 
8,508 



Nain>»«r 
laidofl. 



Total 
lea\iiig. 



2,383 

383 

23 



50,448 
6,508 
2,931 
3,503 



An examination of thèse figures shows that while the number em- 
ployed in 191 5 was ahnostone and one-half times as large as in 1913, the 
numberdîschargedand the number leaving voluntarily in 1913 were 314 
and 1 4 times as large, respecti vely . From the figures may be deri vod the 
following percentages of annual turnover: 1913, 370 per cent; 1914, 
54 per cent; 1915, 16 per cent, a réduction of more than 90 per cent 
in the annual turnover in 191 5, two years after the plan was put into op- 
ération, as comparedwith 1913, oneyearbeforo the plan was annoimced. 

Figures were compiled by the management for the purpose of com- 
paring the turnover percentage of the first six months of 1913 wâth 
that of the last six months of 1915 — two and one-half years latcr. 
A detailed analysis of those figures shows that during the average 
month of the earlier period 47 per cent of the men lof t the employ of 
the company, while during the latter period less than 1 per cent per 



1 On Angiist 31, 1910, of 49,870 emploTOd, 80,638, or 78. 5 per oant, wera partlolpatiiig. 

• Thls amount do€6 not indude bonuses paid to salaried employées» claœ 1» as per page 96 of 
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month Icf t the employ of the company. To augment its force for the 
year by 100 men, the company had to hire 124 men (on the basis of 
the 1915 record), while during the first six months of 1913 not leas 
than 963 men would hâve been needed to augment the force by 100. 
"Inother words," concludes the statement of the company, "wehave 
to hire only ono--eighth as many men to make the same increase." 

That the plan, with its introduction of the 8-hour day,* did con- 
tribute materially toward increasing the individual and collective 
efficiency of the organization is the unanimous testimony of ail of the 
oflBcials of the company. Such increases in eflBciency, they say, may 
be iuferred from the foUowing decreases in the time required for the 
production of spécifie imits of the product manufactured, as well as in 
the significant increases in the per capita output of spécifie depart- 
ments, also in the more careful attendance to duties as shown by the 
large decrease in accidents and in the punctuaUty in reporting to work. 

Foremen and heads of departments, say officiais of this company, 
insist on the correctness of the claim that the large increases in pro- 
duction described below, while made possible by constant improve- 
ments in methods and machinery, were due very lai^ely to the inr 
creases in wages as well as the introduction of the 8-hour day. Thèse 
changes, they say, hâve resulted in the création of an xmusual amount 
of good will and in the réduction of the turnover of the working force, 
thus enabhng the company to retain the most experienced and efiicient 
employées. In this respect the foUowing table is suggestive: 

INCREASED PRODUCTION ATTRIBUTED BY THE COMPANY OFFICIALS CHIEFLY 

TO THE PR0FIT-8HAR1NQ PLAN. 



► 



Department. 



Record prior to opération of 
plan. 



Record of Dec. 81, 19M. 



Motor ' 6,125 motors In 9-hour day. 



Cylinder timing of machining. 
Assembling radiator eores 



83 minutes 

750 in 9-hour day. 



Complète radiator assembly 

Fonder 

Paint shop 

Qasoline tanks 



Miscellaneous: 

Grinding taper end of drive sbaft; 
number per hour. 

Milling cam Uack, cam shaft; num- 
ber per hour. 

Milling cam face, cam shaft; num- 
ber per hoiu*. 

Grindmg center bearing, cam shaft; 
number per hour. 

Grinding cams; number per hour — 

Final assembly; average tune per car. 
Gener.'U 



21 radiators per man in 9-hour 

day. 
38 fenders per man in 9-hotir 

day. 
Formerly required services of 

230 men. 
800 tanks by 65 men in 9-hour 

day. 



18. 
13. 
12. 
30. 



2 hours 37 minutes 

16.000 men on 10-honr day 
oasis made and shipped 
16,000 cars per month. Av- 
erage number of man-hours 
per car per month: 10 (Feb., 
1913). 



7,200 motors in 8-hoixr day 

(same number of men). 
50 minutes. 
1,380 in Mioar day (samt 

number of men). 
4 radiators per man in 8-lioar 

day. 
50 fenders per man. in ft-faour 

day. 
Doing same amount of w«k 

witn 130 men. 
1,200 tanks by 60 men in S-hoor 

day. 

25. 
17. 
14. 
44. 

6. 

1 hour 30 minutes. 

15,800 men on S-honr day basii 
made and sh^ped aft,000 cart 
per month. Average num- 
ber of man-taoïirs per car per 
month: 4.8 (Feb., 1914). 



' The tours of labor per day in this establishment bave \M«n Tcduocd «s follows: October, 1913, froa 
Jto 9; January, 1914, from 9 lo 8. 
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During the first year^s opération of the plan, in spite of the some- 
what increased number of employées, as comparée! with the imme- 
diately preceding year, the number of employées receiving compen- 
sation for accident decreased by 68 per cent, the total of reported 
accidents by 54 per cent, and the proportion of employées losing 
over one day's time on account of in jury by 29 per cent. During 
the same period the average proportion of daily absentées was re- 
duced from 10.5 per cent to 0.4 per cent. 

CHANGES IN ECONOMIC AND SOCIAL CONDrnONS ATTRIBUTABLE TO THE PLAN. 

The changes in the économie and social conditions of the employées 
of this Company briefly described in the foUowing paragraphs are 
to be attributed, it is believed, to the inauguration and opération of 
the plan for two principal reasons: (1) The unusually largo in- 
creases in thè eamings of the employées, thus making économie 
improvements on an extensivo scale possible; (2) the gênerai but close 
supervision maintained by the company ovcr the expendituros of its 
employées (elsewhere described), thus making a thrifty management 
of incomes, better homes, décent and harmonious family Ufe, and a 
wise use of leisure the principal requisites for participation in the 
benefits of the plan. The relatively large fînancial reward offered by 
the plan for complying with specified conditions of life and the 
Bnancial loss incidental to a failure to comply with them, seem to 
haye fumished a powerful incentive for better neighborhood condi- 
tions, more comfortable and up-to-date homes, larger savings 
accounts, and more numerous insurance poUcies. 

The analysis presented below is based upon the records of the annual 
summaries compiled by the éducation department of the company. 
The thorough character of the investigations upon which thèse sum- 
maries are based has been described in détail on pages 97 to 106. The 
figures thus obtained may be considered as reUable and accurate by 
reason of the fact that the statements of f act as furnished by the 
employées concemed or their relatives are carefuUy verified by the 
investigators of the company through other and impartial sources, 
viz, bank books, land contracts, receipts, marriage certificates, etc. 

The table f ollowing présents a summary of the status of the financial, 
neighborhood, and other conditions of the employées of the company 
on the date of the inauguration of the plan, January 12, 1914, and 
on January 12, 1915, one year after the plan had been put into 
eflfect. 
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Table 45.— ECONOMIC, CONJUGAL, HOME, AND NEIGHBORHOOD CONDITIONS OF EM- 
PLOYEES ON JAN. 13, If 14, AND JAN. 12, WU. 



Conditions. 



Per cent ot total employées 


invesUgated on— 


Jan. 12, 1914. 


Jan. 12, 1915. 


44.31 


66.04 


2.75 


5.08 


.85 


1.40 


9.48 


22.03 


5.13 


9.09 


19.41 


43.47 


SSL 88 


7«.96 


4a 01 


21.93 


33.96 


44.56 


«4.49 


76.22 


4e. 77 


69.53 


sa 42 


27.60 


22.81 


2.87 


41.43 


66.22 


39.50 


3L64 


iao7 


2.14 



Per cent of 
orde- 



Eotuiomic: 

Having bank accounts 

Owninj; homes 

Owninglots 

Buying homes , 

Buyin^lots 

Having life Insurance. 
Conjugal: 

Jiarried , 

Single 

Ntttaralhed 

fiipeaking English 

Home conditions: 

Good 

Falr 

Poor 

Nei^lKirhood conditions: 

Good 

FalP. 

Poor 



+ 49.0 
+ 84.7 
+ 6«.7 
+132.4 
+ 88.9 
+124.0 

+ 29.5 

- 45.2 
+ 31.2 
+ 18.2 

+ 48.7 

- 9.3 

- 87.4 

+ 59.1 

- 19.9 

- 88.8 



The figures above présentée! show that tho porcentage oî employées 
buying homes increasod 132.4 per cent, of thoso having life insuraace 
124 per cent, and of those buying lots and owning homes 88.9 and 84.7 
per cent, rospectively. Incroases of about 50 per cent and over took 
place in tho percentages of those having bank accoimts and owning 
lots. The percentage increase in the proportion of employées livLng 
in homes rated as good was 48.7 per cent and was accompanied by a 
decrease in those Uving in fair homes of 9.3 per cent and by a great 
decrease — over 87 per cent — in thosehving in homes rated as poor. A 
similar change occurred in the neighborhood conditions of the employ- 
ées. The proportion of those hving in neighborhoods rated as good 
increasod over 69 por cent and was accompanied by considérable 
decroasos in those living in neighborhoods rated as only fair or poor. 

Tlie increase in the proportion of married employées during the 
samo year was 29.5 por cent and was, as would naturally be expected, 
accompanied by a decrease in the number of those that were single. 
The proportion of naturaUzod employées increased 31.2 per cent and 
of those ablo to speak the English languago over 18 per cent. Sim- 
ilarly, striking improvements were shown by an investigation made 
January 12, 1916. 

The foUowing two tables présent dotailed figures showing the 
amounts of money and property owned at the end of the first year's 
opération of the plan, as comparcd with similar figures obtained 
immediatoly upon the inauguration of the plan: 
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Tablb é«.— BEfiULTS OF OPERATION OF THE PLAN DURINO THE FIRST YEAR OF ITS 
EXISTENCE (JAK. 12, 1914» TO JAN. 12, 1916)» AS BHOWN BY BANK DEPOBIT8, LIFE 
INSURANCE, VALUE OF HOMES AND LOTS OWNED ANI> AMOUNT PAID ON THEM, 
ETC., FOR ALL EMPLOYEES— HOME PLANT. 



Item. 



bibaoks 

Uaftkuuranoe 

BomMOwxied 

Lotsowned 

Homai on contiact» value eC. 
Lota OQ cootmet, value o(. . . 
Bomea on cootiaet, amouut 
Lits on contrat, amount 

Baot, paid moBtiiIy 

Rtnt.paid weekly 

Boara, paidmonihly 

Boord, paid wiekiy 



[xtpaid. 
paid... 



Total amounts (or ail 


Gain. 




employées on — 




Jan. 12, 1914. 


Jan« 12, 1915. 


Amount. 


Per 
cent. 


S096,41&00 


83,046, SOL 00 


$2,049,883.00 


206 


2,4n,(ï83.00 


6,498,709.00 


4,022,040.00 


163 


408,2^0.00 


983,524.00 


466,294.00 


99 


«7, Ma 00 


94,136.00 


26,97^00 


40 


3,282,331.00 


8,867,U9L00 


5,584,82&00 


170 


413,854.00 


999,327.00 


686,473.00 


141 


1,I1I,25&00 


3,237,864.00 


2,126,606.00 


191 


100,757.00 


1t7^,tsLw 


176,966.00 


175 


58,57«.53 


U4,464.I9 


65,887.66 


96 


1,21&56 


2,342L56 


1,124.00 


98 


88, m. 50 


40, im. 50 


k4fi,.068.00 


>53 


12,908.82 


10, 45a 76 


12,456.06 


110 



ILOBS. 



In consideiiiig the figures presented in this table it should be under- 
stood that the first investigation covered 13;251 employées, while 
the second covered 14,255, 6,636 of whom were hired after June 12, 
1914, and 3,531 of whom were still inéligible for participation in the 
b^iefit of the plan when the second investigation was made. 

From the table it may readily be seen that the total amount of the 
employées' bank deposits increased oy&t 200 per cent, amoimts 
paid in by them on homes 191 per cent, amoimts paid in on lots 
175 per cent, total value of homes on contract 170 j>er cent, and 
the collective value of their life Insurance 163 per cent. The 
"value of lots owned by them on contract increased over 140 per cent, 
and the total value of homes owned by them almost doublod. The 
total amounts paid out for monthly and weekly board hâve decreased 
53 and 19 per cent, respectively, by reason of the fact, already re- 
ferred to, that the proportion of boarders decreasod because of the 
increase in the proportion of marriod employées. In connection with 
this table it must be noted that the average number employed dur- 
ing the same period increased less than one-fourth. 

In connection with the decrease shown in the total amounts paid 
out for board it is interesting to note the fact (shown in the following 
table) that the monthly and weekly expenditures for board, per indi- 
yidual, hâve increased 16.7 and 6.9 per cent, respectively. 

The taUe foUowing shows the status of the économie and social 
conditions of the individual employée on January 2, 1915, one year 
after the introduction of the plan, per employée. 
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Table 47.— RESULTS OF OPERATION OF THE PLAN DURING THE FIRST TWO TEAR8 
OF ITS EXISTENCE (JAN. 12, 1914, TO JAN. 12, 1916), AS SHOWN BY BANK DEPOSIT8. 
LIFE INSURANCE, VALUE OF HOMES AND LOTS OWNED AND AMOUNT PAID ON 
THEM,ETC.,PER EMPLOYEE-HOME PLANT. 



Item. 



In banks 

Life insorance 

Homes owned 

Lots owned 

Homes on contract, value of 

Homes on contract. amount paid 

Ix)ts on contract, value of 

Lots on contract. amount paid 

Rent , paid montnly 

Rent , paid weekly 

Board, paid montnly 

Board. paid weekly 

Deposited in savings accounts and invested in homes 
and lots 



Average per employée 
on— 



Jan. 12, 
1914. 



175.20 

186.53 

35.33 

6.07 

247.70 

83.86 

31.23 

7.60 

14.91 

2.99 

19.40 

5.72 

207.06 



Jan. 12. 
191«>. 



$208.62 

505.66 

98.68 

20.97 

743.25 

267.61 

95.55 

26.45 

16.60 

3.02 

23.09 

5.80 

617.33 



Gain. 



Amount. 



$128.43 

319. 13 

63.35 

15.90 

495.55 

183.75 

64.32 

18.85 

L09 

.03 

3.00 

.08 

410.27 



Percent. 



170.77 

171.09 

179.31 

313.61 

20a06 

219. 12 

205.96 

248.08 

11. 3S 

LQO 

19.03 

1.40 

196.15 



The per capita amount of lots owned increased ôver 300 per cent. 
Similarly, striking improvements — gains of aboiit 200 per cent — are 
shown in the per capita values of homes and lots on contracts, 
amounts paid on homes and lots, and deposits in savings accounts. 
The per capita amounts paid out in life insurance as well as in value 
of homes owned increased over 170 per cent. The per capita 
amount of monthly board increased slightly over 19 per cent. 

The foUowing table shows in détail the changes in the home and 
neighborhood conditions of the employées at the home plant by num- 
ber and per cent of homes and neighborhoods classified as "good," 
'*fair,'' and '^poor" on January 12, 1914, 1915, and 1916: 

Table 48.-HOME AND NEIGHBORHOOD CONDITIONS OF EMPLOYEES ON JAN. 12, 

1914, 1915, AND 1916. 



Conditions. 



Homes of employées investigated and reported on — 



Jan. 12, 1914. 



Jan. 12, 1915. 



Number. 



Home conditions: 

Oood 

Fair 

l'oor 

Total 

Neighborhood conditiom: 

Good — 

Fair 

Poor 

Total 



6,091 
3,961 
2,971 



Percent. 



46.77 
30.42 
22.81 



Number. 



9,911 

3,934 

410 



Per cent. 



69.63 

27.60 

2.87 



13,023 



100.00 



14,255 



100.00 



5,370 
5,119 
2,471 



41.43 
39.50 
19.07 



9,440 

4,510 

305 



12,960 



100.00 



14,255 



66.22 

31.64 

2.14 



100.00 



Jan. 12, 1916. 



Number. 



25,514 

3,313 

488 



29,314 



23,607 

5,328 

289 



29,314 



Percent. 



87.04 

11.30 

1.66 



100.00 



80.84 

18.18 

.98 



100.00 
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As compared with thc status of home conditions at the bcginning 
of the year in question, January 12, 1914, the proportion of homes 
rated as '^good" increased from 46.77 per cent to 87.04 at the end of 
the second year. A somewhat similar change for the better was f ound 
at the end of the second year in the neighborhood conditions of the 
employées. The proportion of homes and neighborhoods classified 
as ''poor" greatly decreased (from 22.81 and 19.07 to 1.66 and 0.98 
per cent, respectively) during the same period. 

Immediately after the beginning of the plan in 1914 especial 
attention was paid by the department of éducation of the company 
(at that time the sociological department) to the neighborhood and 
home conditions, family Itfe, gênerai habits, thrift, etc., of the em- 
ployées participating or about to participate. Aside from the gên- 
erai changes in the social and économie conditions of the employées 
during the first year of the opération of the plan, described elsewhere, 
spécial référence must be made to thrift, which during the first year 
restdted in the total saving of $4,844,724, as per the foUowing 
statemcnt: 

Amount of^^ profits^* acœuntedfor hy employées hetween Jan. 12, i914, and Jan. 12, 1915, 

skowing actual savings effected hy them, 

Amount in banks $2, 049, 883 

Value of homes 465, 294 

Value of lots 26, 976 

Amount paid on homes on contract , 2, 126, 606 

Amount paid on lots on contract 175, 965 

Total , 4, 844, 724 

This sum does not include increase in amounts paid out in pre- 
miums on life insurance policies, a figure diflSlcult to arrive at. 

Roughly speaking, of the total of ''profits'' of slightly over 
$8,000,000 paid out during the first year, almost $5,000,000, or about 
two-thirds, was stored up by the employées for old âge, disability, 
and gênerai emergencies. 

Beginning with the second year of the opération of the plan, the 
séquence of emphasis laid by the educational department as shown 
above, namely, home and neighborhood conditions, family Uf e, gênerai 
habits, thrift has been reversed, and thrift is receiving at the présent 
time the largest attention. This change of emphasis was not due to 
any change in the poUcies of the company — good home conditions and 
thrift still being, in equal degrees, prerequisite for participation — but 
to the gênerai improvement in the social and économie conditions of 
the employées which has already taken place as a resuit of increased 
eamings and the educational work of the company. Thèse two factors 
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reduced greatly the proportion of employées in need of advice as to 
home conditions, increasing proportionately the need of advice in 
matters of thrift and the development of what the company calls 
'^constructive life.'' 

Thns, at the présent time (November, 1916), aside from having to 
comply with a simple gênerai standard of life, home conditions, etc., 
as described elsewhere, participants are, in addition, required to 
accomit for the '* profits'' given to them. This accounting must be 
in the form of savinga of some sort or other, no spécifie form being 
urged. 

The amount of ^^ profits" saved thus during the first two years of 
the opération of the plan is shown in the following table: 

Amount of ^* Profits" aeœuntedfor bp the emplopees betwein Jan. 7f , 1914, and Jan. îi 

1916, àiovoing actued mving effeeted bp them. 

Amount in banks $4, 972, 518 

Value of homee 2, 424, 437 

Value of Iota 547 , 630 

Amount paid on homes on contract 6, 733, 356 

Amount paid on lots on contract 674, 696 

Total 1 5, 352, 637 

This siun does not include amomits paid out in premiums on Ufe- 
insm*ance poUcies, a figure difficult to arrive at. 

On January 12, 1916, the savings effeeted by employées of the com- 
pany accoimted for $15,532,637, more than three-fourths of the total 
amount paid out to them in '* profits" during the two years. This, 
in the opinion of the company, is a gratifying showing of thrift. 

PLAN NO. 3. 

GENERAL NATURE OP FLAN. 

This plan consists of three separate and distinct parts and provides 
for: 

1. Bonuses to employées especially selected for their meritorious 
service, in the form of shares of stock in a building and loan associ- 
ation organized under the laws of the State of Pennsylvania — ^in 
opération since about 1885. 

2. Bonuses to aQ employées engaged in manufacturing occupa- 
tions who hâve a satisf actory record of service of one continuons year 
preceding the distribution date, in the form of an annual cash pay- 
ment of from 5 to 20 per cent of eamings — in opération since 1898. 

3. Bonuses to seleoted employées in the form of common stock of 
the company at par, same to be paid for by the accruing dividends — 
in opération since 1903. 

In 1914 a total of 3,207 employées, or 66 per cent of the total num- 
bor cmployed, benefited by one or more of the provisions of the plan. 
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The f ollowing table shows the number and per cent of employées thus 
beiiefited : 

Table 49.— NUMBER AND PER CENT OF EMPLOYEES PARTICIPATING IN EACH CLA88 

OF BONUS IN 1914. 



Cktt. 


Employées partio- 
ipating. 


Number. 


l'er cent. 


Onebonns: 

Cêgh 2,301 

Common stock 69 


2,521 

449 
2S7 


78.6 

14.0 
7.4 


Building aad loMi slock 161 


Two bonases: 

Cash and oomman stock 129 

Cash snd building aad loaa 

stock 151 

CommoD stock and building and 
loanstock 109 

Threebomses 


Total 


3,207 


100.0 







Of ail the employées benefiting by the three provisions 2,521, or 78.6 
per cent; participated in one of the bonuses, receiving either cash or 
stock; 449, or 14 per cent, in two; and 237, or 7.4 per cent, in ail of 
the bonuses. 

The foUowing table shows, by nature of the bonuses paid, the dis- 
tjîbution of participating employées by occupation groups: 

l'AELE, «0.— FER CENT OF PARTICIPATING EMPLOYEES RECEniNG EACH KIND OF 

BONUS IN 1914, BY OCCUPATION GROUPS. 



OeciQwtiGO groop. 


Per cent of partieipatfaig em- 
ployées whose bottusee are 
in the form of— 


Cash. 


Common 

stock of 

oompany. 


BuUding 

and loan 

stock. 


Executive 




15.5 


15.0 


Clérical 




4.7 


ManuftK^nring 


100.0 


79.5 79.4 









Over 79 per cent of the total employées participating in each of the 
classified bonuses were engaged in so-called manufacturing occupa- 
tions, i. e., were concemed with the actual processea of manufacturing. 

No clérical employées participated in the cash bonus, but 4.7 and 
5.6 per cent of those sharing in the stock distribution, common and 
l>uilding and loan, respectively, were found in clérical occupations. 
^e percentages of participating employées belonging to executive 
^^^^upatîons were 15.8 per cent under the common-stock and 15 per 
c^nt under the building and loan stock phases of the plan. 
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DISTRIBUTION OF BUILDING AND LOAN ASSOCIATION STOCK. 

Asidef rom common-stock distribution, dcscribedbelow, thecompany 
awards to wortby employées, irrespective of occupations, at the dis- 
crétion of the président and upon recommendation of heads of depart- 
ments, shares of stock, varying from two to five, in a building and 
loan association of Philadelphia, incorporated under the laws of the 
State of Pennsylvania. Such an allotment implies that the company 
obligates itself to make payments for the employée until the stock is 
fully paid for, and money thus accumulated becomes available for 
home-building purposes of the employée. Payments for such stock 
are made by the company at the rate of $1 per month per share until 
the maturity value of $200 is reached. 

The foUowîng table shows the annual distribution of building and 
loan stock among employées up to and since 1910: 

Table 51.-DISTRIBUTION OF BUILDING AND LOAN ASSOCIATION STOCK, 1910 TO 1914, 

BY YEARS. 



Years. 



1910 and b?fGrc 

1911 

1912 

1913 

1914 



Total 
em- 
ployées 
eligible. 



5,2!94 
5,454 
4,950 
5,189 
4,860 



Employées 
holding build- 
ing and loan 
stock. 



Number. 



Per 
cent. 



Total 
shares 
hekL 



Costto 
company 
perycar. 



494 
545 
617 
690 
708 



9.3 
10.0 
12.5 
13.3 
14.6 



2,787 
3,012 
8,377 
3,754 
3,901 



$33,444 
36,144 
40,524 
45,048 
46,813 



On December 31, 1914, 708 employées, or 14.6 per cent of tho total 
employed, were holders of 3,901 shares of building and loan stock, 
with a cost to the company for the year 1914 alone df $46,812. 

The foUowing table shows the distribution of employée holders of 
building and loan stock by occupation groups : 

Table 52.— NUMBER AND PER CENT IN EACH OCCUPATION QROUP OP. EMPLOYEES 

HAVINO BUILDING AND LOAN STOCK. 



Occupation group. 


Number. 


Per cent. 


E3»cutiTe 


106 

40 

562 


15.0 

5.6 

79.4 


Clérical 


Manulacturing 



DISTRIBUTION OF CASH BONUSES. 



This part of the plan, in opération since 1898, involves the pay- 
mont of annual bonusos in cash, in terms of specifiod percentages of 
eamings, to ail manuf acturing employées of the company wiih a 
rd of a continuons service of one yoar proceding the dato of dis- 
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trihiitîon. Foromon aro oxcludod from thoso bonofits. Tho por- 
contago of annual eamings paicl to iiidividual employées dopejids 
upon tht dopartment in which tliey are employed, the range of 
variation in tho scalo being from 5, tho lowost, to 20, the highest. 

During the year ending December 31, 1914, of a total of 4,850 
eligible employées, 2,818, or 58.1 per cent, received bonuses varying 
from 5 to 20 per cent of their respective annual eamings. The fol- 
lowing fiure the nmnbers and percentages (of the total employées 
participating) that received classifîed porcentage bonuses. 

Tablb 53.— NUMBER AND PER CENT OF PARTICIPANTS RECEIVING EACH SPECIFIED 

PER CENT OF EARNINGS AS BONUS. 



Percentaiee bonus. 


Number. 


Per cent. 


20 


1.162 
359 
2T0 

1,027 


41.2 

12.7 

9.6 

36.5 


10 


7.5 


5 


Total 


2,818 


100.0 





An oxamination of thèse figures shows that 53.9 per cent of the 
total employées participating received 10 per cent or more on their 
aonual eamings and 46.1 per cent received under 10 per cent. 

DISTRIBUTION OP COMMON STOCK. 

The stockholders of this company at a spécial meeting held Novem- 
bor 12, 1902, passed a resolution placing 5,000 shares of the common 
capital stock of the company at the cUsposal of the président and the 
board of directors of the company **to be used by them for distri- 
bution at not less than par among the company's employées, irre- 
spective of occupations or type of employment^' as a reward for 
meritorious service. 

Originally the maximum number of shares to be adotted to any one 
employée was fixed by the board at 5; during récent years, however, 
in view of the greatly increased market value of the stock, the maxi- 
mum allotted has been reducod to 3 shares.* 

Employées receiving allotments of common stock make no pay- 
ments on the stock, as it pays for itself by its dividends. When it 
becomes fuQy paid for, dividends to the holders are paid in cash. 
Shares of stock allotted under the plan do not become the sole prop- 
erty of the holder imtil 15 years after ailotment. 

The table foUowing shows the number and per cent of employées 
holding allotted common stock December 31, 1914, by occupation 
groups. 

> Tbe oommon stoclc of tho company, par value $100, sells at the présent time at aboat $360. The average 
aonual dividend paid on it during the period of existence of the plan, 1909 to 1914, was slifilitly over 30 
perœnt. 
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Table 54.— NUMBEB AND PEB CENT IN EACH OCCUPATION GROUP OF EMPLOYEES 

HOLDING COHMON STOCK OF THE COMPANY. 





Nomber. 


Peromt. 


Executive 


473 


15.8 

4,7 

7«.5 


rtfrini^ 


Manufttcturins 

Total 


505 


100.0 





A total of 595 employées (12.3 per cent of the number of eligible 
employées in 1914) held 3,389 shares of common stock, the respective 
percentages of the total employées holding classified number of shares 
having been as foUows: 3 shares each, 303 employées, or 59.2 per 
cent; 5 shares oach, 247 emj^oyees, or 41.5 per cent; 10 shares each, 
23 employées, or 3.7 per cent; ovot 10 shares each, 22 employées, or 
3.6 per cent. 

BENVITS OF THB PLAN TO THE COMPANY. 

In a gênerai way, one of the principal objects sought by the intro- 
duction of the plan, it was stated, was to stabihze as much as possible 
the working organization of the company. The managing officiais be- 
heve that a high percentage of labor turnover is expensive, inasmuch 
as it prevents improvoment in the quality of the product manuf actured 
and increases the cost of maintaining the working organization. 

That a stable working force has, to a considérable degree, been 
attained may be inferred from two facts: First, a relatively low 
percentage of labor turnover in the manuf acturing force of the 
company, as shown in the table presented below; second, a relatively 
small number of employées who are beneficiaries under the common- 
stock distribution plan hâve forfeited their stock by either voluntary 
leave or discharge. 

Tablb 55.— PER CENT OF TURNOVER IN THE MANUFACTURING FORCE OF THB 

COMPANY, 1010 TO 1014, BY YEARS. 



Year. 


Percent. 


1910 


. 30.3 
28.7 

aoL8 

31.9 
16.2 


1911 


1912 


1013 


1914 


Average for fl ve-year period . 


25. 



As will be shown in a study on the turnover of labor in différent 
industries to be issued in tho near future by this bureau, a percentage 
turnover of 25.6, as shown above, is very moderato. This phe- 
nomenon, so important from tho point of view of the quality of the 
product tumed out and the expense of maintaining the organisa- 
i, ia attributable, in a considérable degree, it was stated, to tha 
'aùi'on of the various bonus plans describe^âi «\>ONÇy. 
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The f dlowing is the iext of an agreement signed bj ^xiployees 
to whom common stock is allotted: 

Thia agreement, made thia day of 191 , between Co. (herein- 

alter caUed compaay), of the fiist part, and (heieinafter called employée)» 

of the second part. 

Whezeas the stockholders of company at the spécial meeting held on the 12th day 
of November» 1902, paased a resolution placing 5,000 shares of proposed issue of 
common capital stock at the disposai ol the preâdent and boaid of directors, to be 
used by them for distribution at not less than par among the company 's employées, 
to be allotted and issued upon the terms, conditions^ and stipulations, to be ûxed 
by said président and board of directors; 

And whereas diiectors hâve been advised that the shares can not be actually 
issued saving upon terms of payment therefor in cash, but, being désirons to give 
substantially to employées the beneiit of said stockholders' resolution to such extent 
aa the same is légal, hâve decided to enter into thia agreement with employée — 
one of others selected by them, said employée having been long in the employ of 
Company, and having heretofore rendered faithful services to the same. 

Now thia indenture witneaseth that company and employée do agrée to and with 
each other aa follows: 

1. Company will appropriate for the purposes of this agreement out of the said 
piopoœd new issue of ita capital stock, for the benefit of employée, upon the terms, 

conditiona, and restrictions of this agreement, shares of its common capital 

stock, each ahare being of the par value of $100. Thèse shares thus appropriated 
will not be diapoaed of otherwiae than in accordance with thia agreement. An em< 
ployee, in said shareSr shall hâve such rights as by thia agreement are accorded to him. 

Thèse shaiea thua set apart shall not be deliverable, saving upon the conditions 
of thia contract, and employée shall hâve uo interest whatever therein saving that 
hefein and heieby confmied. 

2. Aa GompenaatioB for employée 's services during such time as he shall continue 
ia the employaient of the company, there shall be paid to him, in addition to what 
ahail be due to him in the ordinaiy way, an additional amount which shall be allotted 
to the tmsteee heieinafter piovided for in each and every year, commencing from the 

day ol 1^1 This amount in each year shall be a sum equal to the 

dififeience between fîve per centum of the par value of such of said allotted shares as 
diall not hâve been delivered to trustées under the terms hereof, and an amount 
equal to the dividende declared by company during the year upon a number of shares 
lîke in number, to the additional shares thus allotted, not delivered. The compen- 
sation shall be apportioned, where shares shall hâve been delivered during the cur- 
rency of the year^ at the rate aforobaid up to the time of delivery. 

3. It shall be within the power of company, acting through the board of directors 
or proper executive officers, at ita or their sole discrétion, at any time hereafter, to 
terminate the employment of employée, either because of bis inability further to 
rendef services which shall be deemed by company valuable, or because of dissatia- 
kclk>n entertained by company acting as aforesaid, or for any other reaaon deemed 
by company, so acting, as sufficient. The power of termination of employment by 
company is absolute, and may be exercised without any right of question, and with 
the effect ol terminating ail righta hereunder, saving as herein otherwiae specified. 

4. The sum thus allotted to employée, immediately upon the expiration of each 
>Ukd evory year, ahall not be paid to him directly but shall be paid to trustées to be 
H^pointsd and continued in the way and manner hereinafter set forth: Provided^ 
^eveTf That if in any year, employée shall désire that out of the sum allotted for 
■id year there shall be paid to him one-third or lees thereof for his personal use, the 
P^tkm thua deatgnated, not to exceed one-third, shall be paid over to him directly 
^tompêiay, m no event to exceed five per centum on. \}ùa "^w n^ïîwa ^^ô^ss^^^sbà^''^» 
Kàdae of tbe allotted mim alone shall be paid ta tcui^^AM. 
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In siich event, wherever hereinafter, the allotted fund ia referred to, such référence 
ehall he takcn as covering mcrely the rcsidue remaining of the original allotted sum 
for the year. It shall be neceasary, howcver, for employée in each year to make 
the requesrt for the payment of said portion to him. Any request in one year shall 
not be considered as extending bcyond said year. Said trustées shall hold the fund 
thus annually allotted to them under and for the purposes of this agreement. To 
Buch extent as the fund shall pay therefor, company shall. from time to time, deliver 
upon payment therefor by trustées, so many shares of its common capital stock at 
par as can then be paid for. Thèse shares shall be held by trustées, tQgether with any 
residuum of cash, the latter not to bear interest, for the benefit of employée under 
the torms and conditions of this agreement. Dividends upon thèse shares shall be 
collée ted by trustées as the same shall be declared, which dividends diall be used 
in the way and manncr providcd of and conceming the annual compensation. Shares 
of stock thus delivered to trustées, however, shall not be entitled to back dividends, 
but only to such dividends as may be declared thereon after date of delivery. 

5. In case of the death of employée, or of the termination of his employment becaoae 
of his physical or mental inability to discharge his duties, this agreement ehall be 
tenninated. Trustées shall then transfer to employée, if he be living, or if he be 
deccased, to his personal représentatives, the number of shares of stock and the amount 
of surplus cash which then shall be held by them as trustées. No further paymenta 
of ca^ or allotments of stock shall thereafter be made. The iindispoeed of residne 
of the allotted shares shall thereafter remain the property of the company, without 
any right whatever, thcrein or thereto, in employée or his personal repreeentativea. 

6. If the employment of employée be tenninated by company for any cause other 
than his ])hyaical or mental inability to discharge his duties, and the judgment of 
company as to the cause of the termination shall be final and conclusive, this agree- 
ment shall terminate at the same time. Trustées shall then tum over to employée 
an amount équivalent to the unused cash in their hands belonging to the trust and to 
the par value of the shares of stock then held by them, even if ail the allotted diaree 
shall then hâve been fully paid for. It shall be their duty to diiipoae of the ehares 
thus held in such way and manner as shall be légal, for the benefit of company, ûi^ 
deducting the par value of the shares paid over to employée. Ail rights of employée 
in the allotted shares shall terminate upon said payments being made to him. 

7. In no event, saving in case of death of employée, or termination of hia employ- 
ment because of mental or physical inability, shall any shares be actually demanded 

from trustées by employée, until the first day of , and not then unleas the 

dividends declared upon said stock shall hâve been in sum total an amount equal 
to the par value of the stock and interest. Until said time, saving under said excepted 
circumstances, said shares shall continue to be held by them upon an active tnistr 
partly to insure the continued faithful services of employée; but, after the allotteA. 
shares hâve been fully paid for under the terms of this agreement, they shall be hel«9 
by trustées thereafter, without any further conditions as to the déduction of interest, 
and the dividends thereon, shall thereafter, as declared, be paid over by trustées to 
employée from time to time. 

On the first day of , if ail the shares shall then hâve been paid for, employée, 

if he shall then be in the employ of company, shall be entitled to the tiansfér of 
the same to him absolutely and without restriction. 

8. Ail delivered shares shall be held by said trustées upon an active trust, the 
trustées being entitled to vote the same as though absolute owners thereof. 

9. If dividends be declared in stock and not in cash upon shares, the trustées shall 
hold the shares thus declared as stock dividends in the same way and manner as is 
hercin provided of and conceming shares delivered to them upon payment theiefor 
in cash. 

10. The trustées shall be , , , , and , In case ol 

vacancies in the trusteeship from time to time, company eftiall fill the same by vote 
of jts board of directors. The person thus elected shall hâve ail the rights of ths 

trustée ongiDolly named. 
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11. The compensation of tnietece shall l)e fixed ))y company. and shall be paid 
by it eut of its own funds. No duty to compeneate for said services shall be imposed 
upon employée, 

STOCK SUBSCRIPTION PLANS. 

A clear line of distinction is to be drawn between plans under which 
employées, with the assistance of their employers, but with their 
own money, subscribe for stock of the employing corporation and 
plans involving the distribution of gratuities or bonuses in the form 
of stock instead of in cash. The f ollowing section of this report deals 
wholly with plans under which employées, assisted in varions ways 
by their employers, subscribe for stock of the employing corporation, 
paying for the same on the installment plan. 

DESCBIFTIVE AND STATISTICAL SUMMART OF A SELECTED GROUP OP STOCK 

SUBSCRIPnON PLANa 

A detailed analysis of over 25 such plans reveals the f act that none 
of them involve the principle of profit sharing even remotely. In 
most instances the cost of siich plans to the employers is almost 
negligible, the only expense borne by them being the one involved 
in the keeping of the books necessary in the receiving and crediting 
of the partial payments of the subscribing employées. 

Under most of the plans the preferred stock of the employing 
corporation is offered to employées. For this two principal reasons 
xnay be given: (1) The fact that the fluctuations in the values of the 
preferred stock are usually not as great as the fluctuations in the 
c^onunon stock, and (2) the type of investor represented by the sub- 
scribing employées usually prefers the certainty of a fixed retum on 
"the investment to the imcertainty of a potentially larger retum on 
t^he common stock as retums on common stock in a great number of 
industrial corporations are frequently problematical. 

The priées charged for the stock offered, based upon an examina- 
ticm of 20 of the largest stock-subscription plans, were as follows: 
Somewhat higher than the prevailing mai*ket value in 1 plan; market 
value in 6 plans; from $1 to $5 below the market value in 5 plans; 
from $6 to $10 below the market value in 5 plans; and $10 or more 
I)er share below the market value in 3 plans. 

Under the great majority of such plans ail of the employées of the 
company are eligible to subscribe in amoxmts determined by the man- 
agement, usually on the basis of the eaming capacity of the subscrib- 
ing employée. The amoxmts of stock allotted vary from about 
one-fourth to the full amount of the employee's annual eamings. 
As a matter of practice, the smaller the relative financial advantages 
offered by the employer, the larger the amoimt of stock for which 
employées are allowed to subscribe. In only a very few instances, 
however, is the amoimt of stock that employées may subscribe for 
tmlimited. 

SeSSl""— Bull 20S— 17 9 
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In ail of the plans studied, except one, interest ranging from 4 to 6 
per cent was charged on the deferred payments of the employées. 
At the same time the usual dividends accruing were credited to the 
subscription acc^^unts. 

Not nntil the stock suliscribed for is fully paid up are the holding 
employées allowed to vote on it. 

Aside from off ering the stock at reasonable prices, frequently lower 
than the market priée, it îs the cnstom of employers in many 
plans to offer bonuses — a certain sum per share for a limited numb^ 
of years — ^for the rétention by employées while in the employ of the 
Company of the subscribed for or owned stock. As in the case of the 
stock dividends ; such rétention bonnseS; until the stock is folly paid 
for, are credited to the subscription accoimt. When stock is fully 
paid fof; the dividends as well as the rétention bonuses are paid to 
the employée in cash. 

The following table shows the différent amotmts per share paid 
as rétention bonuses under the plans studied: 

Tablb «6.— bonuses PAID UNDER 8PECIFIED NUMBER OF PLANS TO SUBSCRIBINQ 
EMPLOYEES FOR THE RETENTION OF STOCK (OWNED OR SUBSCRIBED FOR). 



Numher o( 


Retentloii bonuMs per sliare. 


Amotuit 
(peryear). 


PBriod 
(jears). 


Snecial 
nind. 


11 
1 
3 
2 

1 
2 
4 

1 


None. 

t2.50 
2.00 
3.00 
8.âO 
4.00 
5.00 
7.50 




Nom. 
None. 
None. 

{') 

k 

None. 


3 
5 
6 
6 
5 
6 
5 



I 



1 One plan paid $6.91; the otber will pay pro rata at the end o( the séries amoant of aocomiilated for- 
feited bonuses. 

* Will pay pro rata at the end of the serieg amoant of accomulated forfeited bonnses. 

* One plan paid K.86; the other pays none. 

* Three plans wfll pay pro rataat the end of the séries amoonts of accumulated forfeited bonoses; the 
fourth one pays juxob, 

Of a total of 25 plans examined, lé^or aboutthree-fifths^paid bonuses 
vaiying from $2 to $7.50 per share for periods ranging from three to 
five years. The table also shows that 1 1 firms out of 25 paid no réten- 
tion bonus whatever on the stock purchased by their employées. 

Under some of the plans the amounts of the bonuses forfeited 
through oancellations revert to a spécial fund whicb, at the end of 
the spécifie subscription séries, is distributed pro rata among.those of 
the subscribers who hâve completed their payments. Provisions for 
such a fund were found in seven plans, among which were two of the 
largest in opération. The relative benefits derived by the sub- 
scribing employées from the spécial fund vary directly wîth Uie 
numher of cancellations; the more numerous the latter the larger the 
fimd, and, consequcntly, the amount pro rated per share. 

Ail of the plans examined without aiiy exception allow their employ- 
j» to cancel tiieir su bscrip tiens at will. Upon cancellationi employées 



PBOFIT 8HABINO IN XHE UNITED STATES. - 



131 



nsvally recùve the amouote paid in by them, with interest of from 
4 to 6 per cent, less dividends and other spécial bonusea that mî^t 
hâve beeo credited to their subscription accounts. 

The foUowlng table shows for a représentative year the sizes of a 
selected ^oup of est^lishmeats having stock-eubscription plans in 
opération: 



ClagsIflediiamlMrol 
employonB. 


h.ïingptal.sl.1 


Number, 


P«e™t. 




! 


4.S 
0.1 






^OOOaiidundMSloC»: 

Sioouul onder 10,eaO 


T tïl 


31 


100.0 





The majority of stock-subsisription plans, unlîke the profit-sharing 
plans dcscribed in a preceding section of this report, were found in 
establishments employîng relatively large numbers of employées, 
Tiz, from one to three tbousand, 

The f oUowing table shows the extent of the application of the stock- 
eubscriptiOQ plans examined as well as the frequency witJi which 
employées avail themselves of the opportunities offered by the plans; 

TiBtE S8,— EMPLOYEES ELIOIBLE TO 
SCHIBING, AND AVERAOE NUMBEH OF 8ï 
ESTABLISHMENTS, IN BPECIFIED YEARS. 





.„,. 


employ- 


WsubseribB. 


E mprQyeeasubïcrlbinE. 


AvBr»|B 


Establishment Ko. 


Niimbor. 


Por ppnt 


Numl-sr. 


Perpenl 
«I total 


Per ■■flnt 
eea. 


ofsharaa 
a^ipiion. 




ma 

a 
à 

1914 

mu 


41 

6,690 

as! 400 

'844 
12;461 
30,000 


3,000 

m 

6,5M 

'044 

22,000 
12,461 

2x.m 


mo 
m. a 


33.VJO 
17 

il 

!1 

'tio 

46; ws 


su!i 

19.0 

fs 

sois 

37.0 
SW,5 


2.6 

19:» 

.1; 

37.0 

ai.B 
































10 ,. 


Il 



















































'EnefresBries.Aue. S, IM9, to Aug, 5, 1914. 

'yeiireadlagJaa.2, 1915. 

'Fetlodlrom /ime 15, 1914, to lau, 1, 1910. 
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An interesting feature of this table îs the fact that in two- 
thirds of the plans the proportion of subscribing employées to the 
employées eligible to subscribe was less than one-fourth. In 13 ont 
of 21 plans studied the proportion subscribing was less than 20 per 
cent, and in about two-fifths of the plans even less than 10 per cent of 
the total number employed. The average number of shares per sub- 
scription differed considerably — from 1.4, the lowest, to 9.6, the 
highest — the average number of shares per subscription for the entire 
group of plans having been slightly over 4. 

The proportion of ail subscriptions canceled, as well as the average 
number of shares per cancellation, are shown herewith: 

Table 59.— SHARES OF STOCK SUBSCRIBED FOR, NTJMBER AND PER CENT CANCELED, 
AND AVERAGE NUMBER OF SHARES PER CANCELLATION, DURING ONE REPRE- 
SENTATIVE SUBSCRIPTION PERIOD, IN EACH OF 19 ESTABLISHMENTS. 



Estab- 
lish- 
ment 
No. 



1 

2 

3 

4 

5 



7 

8 

9 

10 

11 

12 

13 

14 

.17 

IS 

19 

21 

23 



Subscription period. 



5 years.. 
5 months 
3 years.. 

2 years.. 

3 years.. 
5 years.. 
12 years . . 
8 years.., 
3 years.. 
5 years . . 

1 year 

2 years. .. 
l\ years.. 
5 j'oars... 

3 years.. 

4 years.. 

1 year 

4 years . . , 
4 vears . . 



Number 

of shares 

subscribed for. 



3,209 

102,706 

670 

600 

60 

5,900 

895 

16,444 

2,224 

34,252 

2,725 

1,492 

5,332 

561 

2,973 

1,951 

272 

27,668 

290 



Shares canceled. 



Number. 



739 

1,696 

10 

2BS 

3 

2,781 

10 

1,6S4 

M 

5,865 

837 

159 

751 

331 

154 

532 

22 

910 

90 



Percent 

cishana 

subscribed (or. 



22.6 
L7 
1.5 

44.7 
5.0 

47.1 
2.5 

ia2 

3.8 
17.1 
3a7 

ia7 

14.1 

59.0 
5.2 

27.3 
8.1 
3.3 

3L0 



Average 

number of 

shares per 

cancellation. 



0) 
0) 



4.1 
2L4 
2.0 
3.6 

5.8 



L7 
4.7 
L< 

L8 
1.4 
3.3 
2.1 
2.4 
4.5 
1.0 



» Not reported. 

The proportion of cancellations, in per cent of the total shares 
subscribed for, was less than 10 per cent in 8 establishments; from 10 
to 20 per c^nt in 4 ; from 20 to 40 per cent in 4 ; and between 40 and 
60 per cent in 3 estabUshments. As a riile, the tendency of cancella- 
tions is to decrease witli the graduai development of the plan 
for the reason that during the first years, the matter being.anovelty, 
many employées contract for shares for which they can not pay. 
In a gênerai way also, it may be stated that cancellations, particu- 
larly under the plans in opération in establishments having large 
numbers of employées, increase (a) with decreases in the total num- 
ber employed, inasmuch as employées laid off or discharged immé- 
diate ly cancel their subscriptions; and (6) with changes in wages 
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resuîting in decreased eamings. Under the stock subscription plan 
desoribed in détail on pages 1 48 to 1 57 of this report, the relative num- 
ber of cancellations in 1904, during which a considérable decrease in 
the rate of wages was made, was four tinies as large as the relative 
proportion of cancellations during the succeeding year. 

The foUowing table shows the number of cancellations and of 
sbarps canceled, by causes, during onc représentative subscription 
period in each of 16 estubliHlinients : 
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li's 


'ifi 


lÎ 
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lï.7 


'iS 
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■ ladudfiu thOM CÉOf^d by dlsriiargr. 

• IndndMDnddr "LcbvIdc cmiiloymrnt," 

• ladudliic labsciipCloos canrtlcd on account of disahititj-, 13; ]«iyb cT alistnrt, 12; («mporary laynill, 



'EntlrcsMMoflfllI. 

• JuiwLMSH, toJan. 1 

• DbcbarfB don not rau 



B lor[«lture or ranccllatlOD. 



Of the conceled subscriptions, 58.4 per cent, represenfing 53.1 
per cent of ail the shares caoceled, were occ&sioned tbrough two 
principal causes, leavîng of service and discharge; 18.7 por cent of 
the canceled sulKcriptions were due to the employee's aJleged inahility 
to continue the making of the stipulatcd payments. 

The foUowing table showi the proportion of subscribers in cach of 
tho four principal occupation groups in 19 estabUshments. 
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TABUB61.— NTIfBEB AND PER CENT OF SUBSCRIBINQ EMPLOYEES IN EACH OCCUPA- 
TION GROUP, DURING ONE REPRESENTATIVE 8UBSCRIPTI0N PERIOD (19 ESTAB- 
LISHMENTS). 



Occapation group. 


Subarribers. 


Number. 


Percent. 


Executive. 


8,631 

10,884 

174 

25,130 


19.2 

24.2 

.4 

56.2 


Clérical 


Sales 


AUothers 


Total 


44,819 


100.0 





More than one-half of the subscribers were found in the occupation 
group "Ail otliere." Inasmucli as common laborers very seldom, if 
eyer, take advantage of tlie plans, it may be assumed with a reason- 
able degree of probability that the classification ''Ali otheis" included 
employées who were engaged in manual and mechanical occupations 
requiring some degree of training or skiU. 

Flnaiieial adTsatagcs acenrinf te aobacribcrs. 

In the foUowing table is given an estimate of the financial advan- 
tages offered by the stock subscription plans examined to employées 
eaming $1,000 yearly. It is évident that such advantages, if any, 
may accrue to subscribing employées in either ail or some of the 
foUowing ways: (1) In the relatively lower price ai which the stock 
may be had, as compared with the prevailing market value; (2) by 
spécial bonuses offered for the rétention of the subscribed for or 
already owned stock; (3) by the différence between the rate of 
interest charged on the deferred payments and the dividends credited; 
and (4) from the proportionate share in the spécial fund which 
accumulâtes from the forfeited bonuses of canceled subscriptions, 
and which becomes distributable at the end of the subscription séries. 

The total financial gain under each of the plans is shown in column 
nine of the foUowing table. By dividing the total amoimt of possible 
gain into the aggregate oarnings of a hypothetical subscriber earning 
$1,000 per year for the period of years covered by the subscription 
séries, there is obtained what is called in column eleven the "per cent 
of gain on total eamings." In this estimate as calculated ail the 
spéculative features of the transaction were disregardëd. 



PBOPIT SHAKUrO IIT THB UKITED BIATES. 



Es- 

E 

No. 


È 


Nambw 
ofymre 




boniiijoi 
ptrlod. 


Exnn 

<Btln 
p«rfod. 


OVMSub- 


Imsiib- 

ualU 
mdof 
p-lod. 


Totnl 

(S 

I»rlort. 


ToUl 

"^ 
cntirï 
poriod. 


Ftf 

■>tai 
toul 

s: 




• tM 

; »i3 
>uu 

IW14 
1 M» 

19 ï 

iie n 

19)1 

<I9I 




1,000 

'ïoe 

20) 
«0 

1,000 

'mo 
ion 

soo 

300 
1,000 

zoo 
joo 


Ï75.00 


190,00 

II 

ai. 00 






tM.OO 

n.Oa 

70.00 
^ 68.00 

"1 

u.oo 

'S 

1(H. IS 

33.00 


a|aao 

s.ooo 

s 

M 

elooo 

Is 

fi 000 

» 

• 1,100 

alooo 














ioaoo 




















10.00 

•aw 

isaoo 

900.00 

s 








II 














«0.10 

s&so 

(') 




10 


30.00 
U.DO 

sa 00 

HLOO 
























is 


ta 00 


90.00 


10.00 






IS.OO 




m. 00 














is.in 


is.ôà 











■ l>r«t«rT«d Kack. 

• Bttwd oa nono&I dlvtdmd of * n«r rant. 

> Not iDclodliv ■ Mock dlvldfod ol 331 pw a 



t dMrfboMd iii Ont jvM of «>1B^ In wfatdi •atncKb«n 



• AmouDl not knom untU hh) o( sartv. 

• NM IncliuUllc spKial luad, amoiuit Qot knownantD enlofasla. 

• EmployvH fanung los Cbén n,300 per year not lnrliid«d inplui. 



For conrenience the estimated percentage gains on eamings showD 
5a the for^oing table hâve beea summarized as foUows: 

Tuut M.-CIA&SIFIED PB» CEKT OP 0AIN8 OS EABNINGB (JO PLANS). 



Clu>t(MpN(«ntafs*ln.. 


ofîKn». 




î 


8^SSdSîi/Ji™ii;:::::'. 


20 





Uûder 14, or 70 per cent, of the plans the estimated financial ad- 
Vantées to the employées amounted to less than 4 per cent of their 
eanÛDgs during the period covered by epecific subscription acrios. 
Id over ODe-third of the plans the estimated benefit amoimtod to 
less than 2 pt-r cent on earnings, slightly above 1 per cent mostly. 
Only one plan offered a Onancial advantage exceeding 8 per cent on 
eamings. 
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ANALTSIS OF WORKING OF FOUR TTPICAL PLANS. 

Pfaui No. 1. 

The essential features of this plan, as announced on January 1, 
1915, are as foUows: 

(a) Any employée who on January 1, 1915, bas been continuonaly in the service of 

two 3*ear8 or more may purchase one share of stock ai $110 per flhare for each 

$300 of hia or her annual wages, but not exceeding 10 ehares to any one employée. 

(6) Ail purchase agreements must be filed with immédiate superior officen on or 
before January 30, 1915. 

(r) Continuous service and *'rate of pay" under thia plan shall be determined in 
the same manner as under the r^ulations of the Employées* Benefit Fund Plan. 

(d) The following table shows the maximtxm number of shares whicfa any employée 
may purchase, but any employée may purchase one or more shares up to the twATînr^nwf 
he is entitled to purchase: 

EntployMs reœiviog at I>«c. 
31» 1914, rate of pay equiv- May pardiasa noi 

aient to a rate per yearof— aTowidlng 

$300orless 1 share. 

Over $300.01to $000, inclusive 26faare8. 

Over $600.01to $900, inclusive Ssfaarefl. 

Over $900.01 to $1,200, inclusive 4 shares. 

Over $1/200.01 to $1.500, inclusive dshareo. 

Over $1,500.01 to $1.800, inclusive 6 shares. 

Over $1.800.01 to $2.100, inclusive 7 

0\'er $2.100.01 to $2,400, inclusive 8 

Over $2,400.01 lo $2,700, inclusive 9flhares. 

Over $2,700 10 



Payment for the stock must be made b^inning with March, 1915, 
in monthly installments of $2 per share, to be deducted from wages 
UDtil stock is paid for, but payments may uot be completed before* 
March 1, 1917. Dividends are applied toward payment, and interest 
ol 4 per cent is charged on unpaid balances. 

Stock purchased. until payments hâve been completed, is to be 
held by three trustées appointed by the board of directois. Yi^en 
the stock has been f ully paid for, the subscriber may keep or seD it, 
as he chooses, but before th^n no assignment, pledge, or sale of 
rights is permitteil. 

If a subscriber-employee leaves the company's service or dies in 
the service before his payments bave been completed, the net amount 
paid in is retumed in cash. If he leaves or dies aft^: March (, 
1917, the amount stiU unpaid may be paid in and the stock taken up. 

If for any reason other than leaving service, temporary absenoe, or 
death. any employée desires to withdraw from the purchase agree- 
ment, and if his reasons appear suflBcient to the trustées, he may 
receive back the total amount paid in, together with 4 per cent 
interest. 

total of 151,129 employed, 78,5S7, or 52 per cent, were eligible 
ibe for stock under this plan; 33,920, or 22 per cent of the 




PROFIT 8HARING IN THE UNITED STATES. 



137 



total employed, and over 43 per cent of ail tho eligibles, took ad- 
vantage of the offer of the company and subscribed for a total of 
102,706 shares of common stock. Over two-thirds of ail the sub- 
scriptions were for three shares or less, one-thu'd of ail having boen 
for two shares only. Less than one-tenth of ail the subscriptions were 
for six shares or more. 

During the first five months of the opération of the plan 2.1 por cent 
of ail the subscribers canceled 1.7 per cent of ail the shares subscribed 
for, the average number of shares per cancellation having been 2.4, 
as against 3 per original subscriptioji, showing, in a gênerai way, 
that employées holding small numbers of shares were responsible to 
a great extent for the cancellations. Most of the cancellations — over 
two-thirds of them — were caused through employées leaving tho 
©ervice of the company. 

The types of employment or occupations of the subscribers imder 
the plan are shown in détail in the foUowing table: 

Tablb «8.— number OF STOCK SUBSCRIBERS AND OF SHARES HELD, BY 

OCCUPATIONS. 



OocupatioDS. 



General oflleers 

Général stafl assistants 

Attomeys. 

Accountants 

Ençineers 

liam operating d^Murtment heads 

Assistants to main operating department 

beads 

Managers and «Bsistant managers 

Collectora and euivassers 

Cashiers, teUera, paymasters, eto 

Operators 

Foreinen 

Rightof way agents. 

iDspecton 

Inside plant force 

OutsSde plant forces 

Doctors, matrons, norses, etc 

Clerks, fndading storekeepers, stock- 

keepersy and stodents (except operators). 

Stenographers and typists 

Draftanien 

Messengers 

Artisans 

Unskilled workers 

ManufBCtnring shop, warehouse, distribut- 

ing hoose, and installation workers 

Total 



Stock subscribers. 



Maies. 



Females. 



13S 
113 

65 

436 

1,321 

79 

1.949 
848 

1,178 

209 

43 

1,916 
L56 
730 

4,348 

4,105 
2 

3,820 

40 

274 

54 

299 

451 

1,170 



23,744 



o 

'28' 



23 

63 

11 

211 

7,127 

1 



4 



97 

1.635 
821 



3 

42 
95 






10. 176 



Total. 



138 
118 

65 

464 

1,321 

79 

1.974 

911 

1,189 

420 

7.170 

1.919 

156 

738 

4,352 

4.105 

99 

5.453 
S61 
274 
57 
299 
493 

1,265 



Shares held by— 



Maies. 


Females. 


1.267 




936 
551 


26 


2,276 
7.177 


63 


727 




11,286 

2,975 

3.990 

784 

116 

7,248 

703 


73 

IM 

19 

435 

12,718 

1 


2,415 
12.626 
11.007 


20 

8 


9 

11.348 
124 
887 


179 

3,414 
2,140 


82 


4 



Total. 



784 
933 

2,958 






33,920 



83,209 



60 
156 



19,497 



1,267 
962 
551 

2,339 

7.177 
727 

11,350 
3,156 
4,009 
1,219 

12,834 

7.254 

703 

2,435 

12.634 

11.007 
188 

14,757 

2.264 

887 

86 

784 
993 

3,114 



102,706 



An inspection of the foregoing table shows that almost one-thîrd 
of the total number of subscribers were females and that every branch 
of the service of the company is represented among the subscribers, 
Considerably over one-half of the total number of subscribers belonged 
to occupations other than executive, clérical, or commercial, the bulk 
of them, apparently, having been engaged in mechanical and manual 
occupations. 
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PluiNo.2. 

This plan was put into opération in 1909, when 12,500 shares of 
preferred stock, at $115 per share, and 15,000 shares of common stock, 
at $75 per share, were offered for subscription to officers and eniployees. 
The amount of subscription in any case was limited to the amount 
of annual wages or salary. 

Minimum monthly instaUments were to be $1.50 per share for pre- 
ferred stock and $1 per share for common stock, the stock to be fully 
paid for within five years, with an interest charge in the meantime of 
5 percent on unpaid balances. Dividends were to be credit^d frcmi 
the time of allotment. 

As soon as the subscription payments were com]:Jet^ the stock 
was to be issued to the subscriber; but when an allotment included 
both preferred and common stock no certificate was to be issued 
until the entire subscription was paid, and then certificates for both 
classes of stock were to be issued. 

As an inducement to subscribers to retain their stock and '* to hâve 
and show the active interest in the business of a stockholder or work- 
ing partner,'* a spécial allowance of $4 per share of preferred stock and 
$3 per share of common stock for five consécutive years beginning 
with August, 1910, was offered. This spécial allowance was to be 
crcditod to subscribers whose subscriptions wore still in forcée, yet not 
fully paid, but paid in cash to employées who had fully paid for their 
stock. 

Subscribers who discontinued payments at any time before their 
subscriptions were fully paid up would f orf eit thèse spécial allowances, 
which would then go into a spécial fimd, credited with 5 per cent annual 
interest. At the end of the five-year period, the total amount thus 
accumulât^ would then be divided into as inany parts as would equal 
the number of shares of preferred stock plus two-thirds of the number 
of shares of conunon stock which had remained continuouslv in the 
hands of the subscribers for five years. Each subscriber would then 
be awarded as many parts as the number of shares then held by 
him under this plan would entitle him to; i. e., one part for each share 
of preferred stock and one part for each one and one-half shares of com- 
mon stock. 

The séries of stock subscription describ^d above wîis completely 
closed out in 1915, with the folio wing results : 

Of a total of 28,400 employed by this conipany, 4,374, or 15.4 per 
cent, availed themselves of the opportunity offered, and subscribed 
for 34,252 shares of common and preferred stock, in alniost equal 
proportions. Over 86 per cent of ail the subscriptions were for three 
sharo.s or loss, 55.8 per cent of ail the subscribei*s contracthig for one 
sharo only. Prior to the cJosing of the serie-^, 1.247 subscribers can- 
colod subscriptions aînounting to 5,865 shares, making the propor- 
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lions of total subscribers and shares that were canceled 28.5 per cent 
and 17.1 per cent, respectively. From the fact that the proportion 
of subscribers who canceled their subscriptions was considerably 
larger than the proportion of 8h€ures canceled by them, it may be 
inf erred that employées who subscribed for a small nnmber of shares 
were responsible for most of the cancellations. This conclusion is 
partly supported by the fact that while the average number of shares 
per subscription was 7.8, the average number of shares per cancella- 
tion was only 4.7. 

On December 23, 1915, this company in a circular to its employées 
announced the establishment of a new plan, as follows: 

To the employées of Co,, of , and its subsidiary companies: 

In order to reward continuouB service and assist employées to become stockholden 
in this company and share in its profits, the directors announce the following 

PROF1T-8HARINO PLAX: 

1 . Any employée may subecribe for a profit-shaiing certificate for $50 or any multiple 
thereof up to the sum of 1 1,000. The pa>'ment8 for the certificate ahall be made 
in specified sums of not less than $1 nor more than $25 per month, which may be r^:u- 
larly deducted from the employée 's wages. The amount thus agreed to be paid must 
be Bufhcient with the other crédits hereinafter pro^ided, to pay such certificate ia 
iull on or before Janiiar>' 2, 1921. 

\Mienever the employée is unable to work for the company because of shutdown or 
of his sickness or accident disabiUty, his payments may be temporarily reduced or 
suspended. 

Ëach employée' who sul^scribes for a profit-sharing certificate )>efore March 1, 1916, 
and has eamed $100 or more during the year 1915, will also be credited on such cer« 
tificate at the date of his suliscription with a sum equal to 1 per cent of his wages during 
1915. If he has been in the company 's employment throughout that year. this crédit 
¥011 be not less than $10. 

2. The company agrées to crédit annually on Januar\' 2 of each year, from 1917. to 
1921, inclusive, on the profitnsharing certificate, in addition to the employee's ])ay- 
ments thereon, the following: 

(a) An amount equal to 1 per cent of the employee's wages eamed during the pre- 
ceding calendar year, if such wages amount to not less tlian $100 and the employée 
is still working for the company. If he has been in the company's employment 
throughout the preceding year, this crédit will be not less than $10. 

If any holder of a profît-sharing certificate, because of a shutdown in his department 
or his sickness or injury disability, is absent from work on Januar>' 2 of any year prior 
to and including 1921, the company will make the al)ove crédit if he résumes work 
not later than April 1 of the saine year, either when the work in his department is 
resumed or upon his recover^' from such disability. 

(b) Interest at the rate of 5 per cent por annum on ail hia payments and mnlit? on 
hLs profit-sharing certificate. 

In case the holder of a profit-sharing certilicate ceases to be an ein]>loyef* <>f tb.e 
company, the amount to the crédit of his certificate shall l)e payable to him in cù^h 
within 30 da>'s thereafter, after which date it will not bear interest. 

3. Employée 8 options.— -Ex ery employée holding a profit-sharing certificat*» shall 
hâve tiie right: 

(a) To apply the ainoimt credited upon his profit-sharing certificate to the puc- 
chase, from the company, of its common stock at $3 per share below its thon inarket 
price at any time when such amount is sufficicnt to pay for one or more such shares; or 
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(6) To receive in cash the full amount of his certiiicate, with accrued interest, 
any time after such certificate is fully paid; or 

(c) To leave with the company until January 2, 1921, the amount of hia paid-up 
profit-shaiing certificate, and (if he continues in the employ of the company) to receive 
in cash on every January 2, to and including the year 1921, interest thereon at 5 per 
cent per annum and also^an amount equal to 1 per cent of his wages for the preceding 
year but not less than |10; and 

{d) To Bubscribe from time to time for additîonal profit-sharing certificates upon 
the terms and conditions above set forth, pro^âded the total amount of certificates 
Bubscribed for by any employée shall not exceed $1,000, and his payments thereon 
shall not exceed $25 per month. 

4. Spécial profit-sharing to employée stockholders. — The company agrées to pay to 
each employée, while he shall continue to be an employée ahd to own stock under 
this plan, in addition to the dividends on his stock, an amount equal to the extra 
dividend which he would receive upon his said stock if the entire excess of the net 
profits of the company for each calendar year prier to January, 1921, over and al>ove 
an amount equal to 6 per cent on the moneys invested in the company's business 
during such year, were distributed pro rata to ail the holders of its comraon stock. 
The company guarantees that this amount shall not be less than $2 a year for each 
share of stock so held by the employée. The guaranteed $2 per share will be paid 
by January 10 and the remainder as soon thereafter as the balance sheet has been 
approved by the board of directors. 

The ** moneys invested in the company's business" for each year shall be the capital 
stock and surplus as shown by its annual balance sheet as of December 31 of the 
preceding year approved by its board of directors. The **net profits" for each year 
shall be the amount shown as net profits upon the company's balance sheet as of 
December 31 for that year approved by its directors. 

Such additional annual payments to employée stockholders, for any year, shall 
be paid upon only such shares of stock as are acquired hereunder prior to February 1 
and held until the end of that year. 

5. This profit-sharing plan ends January 2, 1921. The company does not agrée to 
continue any of the rights, interest, or profit sharing above outlined beyond January 2, 
1921. It hopes, ho'wever, to be able to announce an extension of the plan beyond 
that date. 

6. Participation in this profit-sharing plan is net compulsory upon any employée. 
Failure to accept any of the offers madp by the company under this plan will not in 
any way affect the employment or standing of anyone who is now or may hereafter 
be in the service of the company. 

The following tables hâve been prepared to show how monthly payments of $1 and 
upward will pay for profit-sharing certificates in amounts ranging from $50 to $1,000. 
While the profitnaharing plan provides that the yearly crédit shall be 1 per cent of the 
employee's wages, thèse tables show in each case a crédit of $10, this being the 
minimum amount which will be credited to each subscriber who has been in the 
company's employment throughout the preceding year. 
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BXA.MPLE 1 — S50 CERTIFICATE. 

A $50 certificate subscribed for during January, 1916, by an employée wfao lima 
worked for the company one year or more and who pays thereon $1 each mondi, will 
be fully paid by January 2, 1918, as foUows: 

1 per cent of wages for 1915, 1916 and 1917 (minimum) $30. 00 

24 monthly pa>'mentB of $1 each 24. 00 

6 per cent inteiest to Jan. 2, 1918. 2. 70 

Total 56.70 

He may draw in cash the full amount on January 2, 1918, or he may kave this amount 
with the Company until January 2, 1921, and if he continues in the employ of the 
company he will receive in cash on January 2, 1919, $12.84, on January 2, 1920, $12.84, 
and on January 2, 1921, $12.84. The principal sum, $56.70, will also be paid on 
January 2, 1921. 

EXAMPLE 2 — 1200 CERTIFICATE. 

An employée, who has worked for the company one year or more,- subscribing 
during January, 1916, for a $200 certificate with a monthly pajrment ol $2, wiU hâve 
to lus crédit on January 2, 1919, $120.50, of which he will hâve paid in $72. If he 
then withdraws a suffîcient amount to purchase one share of stock at $3 below the 
then market price, he will continue to receive, as crédits on the balance of hisaccount, 
interest at 5 per cent and the percentage of his wages as set forth in this plan. He will 
also receive dividends upon his share of stock in common with ail other stockhoMers 
and an additional annual pa3rment on account of his share of stock guaranteed to be 
not lesB than $2, and which, on the basis of the earnings of the company for the year 
1914, would amount to $5.20 each year. 

ADDITIONAL PAYMENT8 TO EMPLOYEE 8TOCKHOLDBRS. 

The following statoment shows how the rate of additional pavinents to employée 
stockholders, described in section 4. will be figured: 

Capital stock and surplus Dec. 31, 1913: 

Pref erred stock $30, 000, 000 

Common stock 40, 000, 000 

Surplus 19, 608, 797 

89, 608, 797 

Net profit for year 1914 7,463,231 

Deduct 6 per cent on above capital stock and surplus. . 5, 376, 527 

"Excess net profits" on which rate of additional payment 
is figured '. 2, 086, 704 

This balance, $2,086,704, is equal to 5.2 per cent on the $40,000,000 common stock, 
and représenta an additional payment of $5.20 per share. This statement is figured 
on 1914 business merely for illustration, and does not fix the rate of additional pay- 
ment for any year. The company guarantees, however. that this additional payment 
shall amount to at least $2 per share each year. Any increase in the dividends on 
the common stock will be shared in by the employée stockholder without any réduc- 
tion being made in the additional payments to which he may be entitled under this 
plan. 

Plan No. 3. 

Undor the provisions of this plan common stock (séries of 1914) is 

offered for subscription at $60 per share to ofEcers and employées 

jWhose annual wages or salaries are $1,300 or over. The maximum 

nount to he subscribed for by any employée is determined in each 
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instance by the executive committee in charge of the plan, due consid- 
ération beiog given to the salary and importance of position of each 
employée. 

The maximum amount of stock- that an employée may subscribe 
for varies from 10 per cent of his annual eamings, in the case of the 
employées eaming $1,300, to 20 per cent of annual earmngs in the 
case of employées eaming $10,000 per year or more. 

Payments on subscriptions are to be made in monthly installments, 
deducted from the salary or wages in such amounts as the employée 
may désire, subject to a minimum of $6 per share. Interest at 5 
per cent is charged on ail unpaid balances and dividendsare credited to 
the employee's account until the subscription is f ully paid. EImployees 
canceling their subscription before the stock is fully paid for, or who 
hâve failed to pay their installments for three consécutive months, 
hâve the exact amount of their payments retiuned to them, together 
with 5 per cent interest; they forfeit, however, the dividends and 
the spécial allowances referred to below. 

As soon as the pajrments on the stock hâve been completed, the 

jshares are issued in the employee's name, to dispose of as he chooses. 

JLs a spécial induc^ment to keep it, however, the company pays $3 

per share for five successive years to those exhibiting each year a cer- 

tificate from an authorized officiai of the company stating that the 

employée bas been continuously in the company's employ for the 

preceding year and *'has shown a proper interest in its welfare and 

progpess.'^ At the end of five years he receives an additional allow- 

ance, which is paid out of a fund accimiulated from bonuses which 

become forfeited through noncompUance with the régulations or 

through leaving the company's employ. 

Eknployees who hâve taken advantage of the stock subscription 
plan may ako, on being selected by the executive committee, share 
in the distribution of a certain sum set aside os a '' participation 
(so-called profit-sharing) fund/' out of the eamings for the cur- 
rent fiscal year. As a matter of actual practico, participation in 
this fund, based upon amoimt of salary and subscription of spé- 
cifie employées, is awarded to every one of those who subscribe for 
stock imder tlie plan. The exact basis of apportionment of the fund 
is not made known. In the past, in instances of lowor paid subscrib- 
ers — thoso eaming $1,300 — the participation amounted to 3 por cent 
of annual earnings or a bonus équivalent to $39 on a total stock 
subscription of $120; viz, two shares at $60 each. The so-called 
participation amounts hâve been correspondingly larger in the cases 
of the highcr paid employées, the goveming principle of distribution 
apparently being that the higher the salary and the greater the 
importance of tho subscribing employée the larger his proportionate 
share in tho fund. 
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Whon the salary of the subscribing employée is less than $5,000 
a year, liis share is paid to hîm in cash; officers or employées receiy- 
ing more than $5,000 a year receive about 60 per cent in 'cash and the 
remainder in nonassignable, conditional ''certificates of intereet'' 
in the conmion stock on the basis of $60 per share, on which full 
dividends are paid. Such a participant rcm%ining in the employ of 
the Company for five years, tmtil April 1, 1919, and having rendered 
"faithful and satisfactory service," may exchange his "certificate 
of intcrest" for ordinary share certificates. 

The f ollowing f acts indicate the working of this plan for the period 
of 1912 to 1915, inclusive. 

Out of a total of about 55,000 omployed only 2,500, or approximately 
4.5 per cent, were eligiblo to subscribe for stock imder the terms 
specified in the plan. On the average during the first four years of 
the opération of the plan, slightly over one-half of theeligibles took 
advantage of the offer of the Company, thus making the proportion 
of actual beneficiaries under the plan to the total cmployed about 
2.2 per cent. A total of 4,923 employées subscribed for 27,668 
shares of stock. The subscriptions for three shares or less were 
44.4 per cent of ail subscriptions in 1912, 74.2 per cent in 1913, 
73.7 per cent in 1914, and 60.4 per cent in 1915. Only 910, or 3.3 
p<*r cent, of ail the shares subscribed for were subsequently canceled. 
During the year 1914, 68 subscribing employées canceled subscrip- 
tions amounting to 285 shares, giving the following reasons for their 
canceUations: (1) Leaving employment of the company, 30; (2) 
inability to continue the making of the stipulated payments, 18; 
(3) discharge, 17. The other three cancellations were due to death 
of the employées. 

The following table shows the amoimts paid out, during the first 
four years of the opération of the plan, of the spécial fund distributable 
immediately upon subscription and in spécial bonuses for the réten- 
tion of stock. 

Tadle 65.— XUMBER OF BENEFICIARIES AND AMOUNT8 DI8TRIBUTEI> FROM SPECIAL 

FUND AND AS BONUSES FOR RETENTION OF STOCK. 



Year. 



1912. 
1913. 
1914. 
191Ô. 



Spécial fund. 



Ninnb«r 
of bene- 
ficiaries. 



1,000 
1,201 
1,285 

1,347 



Total 



Amount. 



1173,915 
140,041 
152,877 
156,333 



Spécial bonnees for 
rétention ofaiodL 



622,166 



Nomber 
of bene- 
flclariea. 



1,078 
3,203 
3,430 
4,710 



Amouat. 



834,646 
40,218 
67,661 
80,274 
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Over $200,000 was paid out by the company as spécial bonuses 
for the rétention of the subscribed-for stock, at the rate of $3 per 
share per year, as pec section 8a of the plan reproduced below. 

The spécial participation f nnd during the f our-year period amounted 
to $622,166, of which amount $13S,590 was paid in so-called certifi- 
cates of interest to employées with an eaming capacity of over $5,000 
per year. Inasmuch as the latter amount constituted only 40 per 
cent of the aggregate amoimt paid out to this dass of employées, 
the total amount paid out to them was $346,475, or 55.7 per cent 
of the entire fund; that is, over one-half of the total amoimt distributed 
'was apportioned to employées with an eaming capacity of over 
95,000 per year. 

The text of this plan, as addressed by the company to its officers 
and employées in a cirçular dated April 20, 1914, foUows: 

The company offers to officers and employées whoee wages or salaries are at tlie rate 
«f $1,300 per annum or over the opportunity to subscribe for sharesof its common 
stock heretofœ^ issued and now held by and in the treasury of the company at 
the price of $60 per share, subject to the following conditions: 

First. Ail subscriptions shall be for the value of one or more ehares of common 
stock at the price of $60 per share and upon the express condition that there may be 
allotted to the subscriber ail or any part of his subscription as the executive committee 
may détermine. 

Second. The maximum amount wliich may be subscribed for hereunder by such 
officers and employées respectively will be govemed by varying percentages of their 
ri^spective salaries or wages, which percentages will be determined in each case by 
the executive committee, it keeping in mind the salary and position of the individual; 
and, as resx)ect8 of such maximum amount is ( ) shares. 

No officer or employée of any class is obliged to subscribe for any or for the full 
amouïit of stock which he may be thus privileged to subscribe for, but if he so electa 
he may subscribe for a lesser amount. 

Third. Payment on the subscriptions shall be made in monthly installments, to be 
deducted from the salary or wages of the subscriber in such amounts as he may désire, 
subject to the provision that the minimum amount of a monthly installment shall be 
$6 per share. The subscriber may anticipate such payment to such extent as he may 
désire, but any amount so paid in anticipation shall be in even dollars. Interest at 
5 per cent per annum will be charged by the company on ail amounts unpaid on the 
stock. 

Fourth. From the dr».te on which payments begin and during the continuation of 
such payments ail dividends paid on the stock will be credited to the subscription 
account of the subscriber until the stock is fully paid for and issued to him, after which 
dividends will be paid in the same manner as to other stockholders. 

Fifth. In case a subscriber shall cancel his subscription before his stock shall Iiave 
been fully paid for there will be retumed to him the exact amount of his payments 
made on account, with interest at 5 per cent per annum on the samé from time of 
payment, no crédit bcing given him for di\ddends or for the spécial allowance referred 
to in section sixth hcreof, and no interest being charged on deferred payments, and 
thereupon his subscription and ail interest in the stock to which the same relates 
shall cease and détermine. Whenever such payments shall hâve been discontinuod 
without the consent of the company for the period of three months, his account will 
be closed forthwith and his intereét in the stock shall cease and his payments on 
account will be retumed to him as above stated. 

56831*»— BiiH. 208—17 10 
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Ko subsciiber can cancel hiâ subscription unlees he cancels àll ol it. 

Sixth. As soon as the stock shall bave been fully paid for, and not before, it will be 
isBued in the name of the subscriber. The subscriber may then sell his certlficate 
whenever he chooees, but as an inducement for him to keep it and to remain continu- 
ously in the em^oy of the company or of one or another of ils subflîdiary companies, 
the following offer is made, viz: 

If he does not sell or part with any part of the said stock but shall keep it and on 
the Ist of April, 1915, and the Ist of April for foiir consécutive years thereafter phall 
exhibit the certlficate to an officiai designated by this company and obtain from him 
a certificate to the effect that he bas been continuously in the empk>y of the company 
or of one or another of its subeidiary companies during the whole preceding year and 
bas shown a i»oper Interest in its welfare and progrees, he will for each of snch five 
years receive from the company a cash payment at the rate of $3 a share for each 
said share of said stock. 

Seventh. If the subscriber shsdl retain his said certlficate and remain continuously 
in the service of the company or of one or more of its subsidiary companies for said 
five years, the company intends that he shall then receive a Btill further compen- 
sation, which can not now be ascertained, but which it is intended will be derived 
from the following sources, viz: 

Subscribers for stock under this offer wfaose subscriptions are canceled before bdng 
paid in full will forfait and will not receive the spécial allowance of $3 per share 
referred to in section sixth hereof . Kor ^ill such spécial allowance be paid for such 
of the five years as remain after forfeiture to sub^x^ribers whoee certificates may be 
transferred from their names at any time during the five years, whether intentionally 
or otherwise ; nor to subscribers who after receiving: their certificates do not remain 
continuously in the service as provided in said section sixth. The company will, 
however, pay into a spécial fund at the end of each remaining year of said five yeara 
the said $3 allowauces forfeited by subscribers as aforesaid. This latter fund shall 
be credited with 5 per cent annual interest, and at the end of the five years' period 
the total amount thus accumulated will be divided intvo as many equal parts as shall 
be equal to the number of shares of said common stock issued as aforesaid to and then 
remaining in the hands of subscribers who shall hâve so continued in such employ 
for the whole of said five years. The company will then by its own final détermination 
award to each then remaining subscriber whom it shall find deserving thereof as many 
parts of such accumulated fund as he shall be entitled to on the basis of the number 
of said shares then held by him under this plan as compared with said total number. 

Kighth. In case a subscriber dies or becomes permanently disabled while faithfully 
serving the company or one of its sub8idiar>' companies during such five years' period 
payments will be made to his estate or to him as follows: 

(a) If his subscription is fully paid and he bas received and not disposed of his 
certificate, the company will pay, as above stated in section sixth a sum equal to 
$3 per sliare for eac*h of the five years not then expired, and also a pro rata amount of 
the spécial fund mentioned in section seventh, arising from the said forfeitures which 
may hâve accrued at the time of his death or disablement. 

(h) Il his subscription bas not been paid in full. the company will pay, as stated, 
the money theretofore paid in by him on account, together with the dividends paid 
on the stock subscribed for, the spécial compensation for the entire five years' 
period and a pro rata share of the amount of the sj^ecial fund mentioned in paragraph 
(a) preceding, less interest at 5 per cent per anniim on unpaid amounta. 

(c) If at the time of decease or permanent disablement the subscriptioa bas been 
fully paid but certlficate not yet delivered, the company will deliver the certificate 
as first stated above, together with the additional payments as mentioned in para- 
graph (a) preceding. 

Kinth. A subscriber may designate in his subscription the person to whom in tiie 

912 1 of bis death he désires the company to deUver ail amounts or stock in connec* 
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tion with hû subecription which would otherwise be deliverable to his estate. When 
Buch 4^gl^tion has been made and sHall not hâve been changed, the company, upon 
aatLafactory proof of deatlr under the conditions of the subscription, will délirer to 
the person deaignated, if then li>4ng, ail amountâ of stock in connection with the 
subecription which would otherwise be deliverable to the estate of the subecriber. 
When such désignation has been nuide the subscriber's estate shall liave no claim to 
any such amounts or stock unless the person designated or liis substitute or substi- 
tutes should die before the subscriber, and in that event delivery will be made to 
the subeciiber's estate. By written notice delivered to the treasurer of the company 
by which he is employed a subscriber may change the person designated. 

Tenth. Subecribing offîcers and employées whose employment has been or may be 
suspended by reason of the temporary closing of the company's plants and who shall 
continue ready and willing when required to résume their service will notbedeprived 
of the spécial cash payment of $;) per share per year during such suspension. During 
such suspension monUily payments will not be required, though if so desired by the 
officer or employée they may then be made. 

In case of the death during such suspension of any such officer or employée his 
«5State or his désignée as above will be entitled to the same benefits accruing to his 
«ubscrlption as if he had died while under employment. 

FaUure to présent the original certificate, as provided, or the withdrawal of a partly 
'paid subscription or the failure to résume employment when requested will constitute 
mnd will be deemed concluaive évidence of the terminatton of his employment by 
such officer or employée and a relinquishment of ail benefits referred to above. 

Eleventh. Ail subscriptions shall be upon the express understanding and con- 

^tlon that the décision of the executive committee of the .Co., as said 

committee shall from time to time be constituted, shall at ail times be final with 
Tespect to the construction and meaning hereof and to the rights or interests of the 
subscribeiBor any question relatlng to or arising out of the same, and that the vote of a 
majority of the committee shall be as conclusive as the unanimous vote of said 
committee. 

Twelfth. Subscriptions will be received until May 10, 1914, inclusive, and allot- 
ment will be made a f ew days later. The first déductions will be made from May salary 
orwagee. 

The executive committee of the Co. announces that: 

Firçt. There has been set aside a certain su m as a profi t-sharing fund for the calendar 
year ending on March 31, 1914, for distribution as soon after May 15, 1914, as shall be 
practicable, among various officers and employées of said company and its subsidiary 
companies to be selected by said committee. In so far as any employée receiving a 
salary less than $5,000 per annum is selected to share in said fund, his share will be 
paid to him as soon as possible in cash. When the salary of the officer or employée thus 
selected shall be at the rate of $5,000 per annum or more, about 60 per cent of his share 
of said fund will be so paid in cash and the remainder, under conditions hereinafter 
Btated, in nonassignable, conditional certificates of interest in the common stock 

of the Co. on the basis of $60 per share. If 40 per cent of any suph 

allotment is insufficient to so purchase one share of said stock, then said 40 per cent 
shall be paid in cash, and if such 40 per cent shall purchase one share or a multiple 
thereof, then any excess over such purchase priée shall be paid in cash. 

The certificates of interest above referred to shall provide, among other things, as 
follows: 

(a) That if such participant shall remain continuously in the service of the com- 
pany or of one or another of its subsidiary companies until Apiil 1, 1919, and shall 
during ail of such time hâve rendered faithful and satisfactory service to such company 
or to one or another of its subsidiary companies, the stock called for by his con- 
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dltional certlficate will be delivered to him as hia property upon surrender of hia saîd 
conditional certlficate. 

(6) That he will receive such dividende as are declared on the stock while it is a» 
held for his account. 

(c) That H he shall voluntarily quit the service of the company or of asubsîdiaiy Com- 
pany (except that such voluntary retirement be made under any gênerai penskm 
echeme which may hereafter be adopted), or ahall be dischaiged or removed for caoae 
by his employer before April 1, 1919, he ahall forfeit ail right to the stock and to tbe 
conditional certlficate; and in that case such stock will be held in a fund which at tha 
end of the fi ve years above named will be divided pro rata according to their respective 
interests amon^i; such officers and employées as ahall then be entitled to the delivery 
of the stock called for by the certlficates of interest held by them. 

id) That if before April 1, 1919, he diea, or becomea totally and pormanently dis- 
abled while in the employ of the company or of one or more of Its aubaidiary com- 
panies, the stock will be delivered to his eatate (or to him if diaabled), together wlth 
such pro rata amount of additions, if any, as hâve accrued up to the time of hia death 
or disablement. If a benefioiary has been named in hia aubaciiption agreement, 
séries 1914, referred to below, and such désignation has not been changed, delivery 
will be made to the person so designated, if then living, and the participant*a estate 
shall bave no claim to such stock or additions. 

Second. AU questions relating to the meaning or construction hereof or to the rigfati 
or Interests of any ofiScer or employée in, or growing ont of, the stock or fond above 
mentioned or referred to shall be determined by the executive commitlee of the 

Co., and by It alone; and its décision shall be final and concluaive as to ail 

parties; and the fund above referred to is to be created on that condition; aod the 
action of a majority of said executive committee shall be as binding aod concluaive 
in every case as the unanimous action of the ontire committee would be. 

Third. It is understood that the àbove-mentioned profit-aharing fond will be 
dl^tributed and plan administered with spécial référence to thoae whoee aubacriptûm 
agreement, séries 1914, shall hâve been approved and accepted by the company. 

Plan No. 4. 

In December, 1902, a certain corporation announced to its officers 
and employées that out of its eamings during the year 1902 about 
$2,000,000 would be set aside for the purchase of at leaôt 25,000 
shares of the preferred stock, for the purpose of offering it to aU 
employées of the corporation and its subsidiary companies at the 
priée of $82.50 per share, the market price at that time being $86.25 
to $89.75. This offer (séries 1) was to be as of 1903. 

For the purpose of administering the plan the employées then in 
the service of the corporation were divided into six classes, graded 
according to salary received, each class having been given an op- 
portimity to subscribe for a specifîed number of shares, based upon 
their annual salary or wages. Thus, employées in class A, receiving 
an annual salary of $20,000 or more, were aUowed to subscribe for 
an amoimt not to exceed 5 per cent of their annual salary; employées 
in class B, with a salary of from $10,000 to $20,000 a year, could 
subscribe for an amoimt equal to 8 per cent of their salary; class C, 
with annual salaries ranging from $5,000 to $10,000, could sub- 
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scribe for an amount of stock equal to 10 per cent of their salary; 
class D; with salaries from $2,500 to $5,000 a year, to 12 per cent; 
class E, with salaries from $800 to $2,500 a year, to 15 per cent; 
and finally, class F, including ail employées eaming $800 a year or 
less, were allowed to subscribe for an amount equal to 20 per cent of 
their yearly eamings. 

The latest séries — December 24, 1915 — offers for subscription to 
employées the common stock of the corporation at $85 per share. 
The maximum' number of shares that an employée may subscribe for 
'under this séries is determined in accordance with his yearly salary 
or eamings, and varies from 1 share (in the case of employées eam* 
ing $637.50 or less per year) to 19 shares (in the case of those eam- 
dng from $19,658.25 to $31,450 per year). 

Payments are to be made in monthly installments, to be deducted 
from the salary or wages, in such amounts as the subscriber may 
désire, with a fixed minimum amount of $2 per share per month, 
but not to exceed 25 per cent of any one month's salary or wages. 
The stock must be paid for within three years. Dividends on the stock 
are credited to the account of the subscriber from the date on which 
he commences to make payments, and 5 per cent interest is charged 
on unpaid balances. 

An employée forfeits ail interest in the stock if hc leaves the com- 
pany's service or is three months in arrears with his payments, in 
which cases his payments are retumed with 5 per cent interest, less 
dividends or spécial allowances referred to below. 

When the stock is fully paid for, it is issued in the name of the 
subscriber. He may sell his ccrtificates whenever he chooses, but as 
an inducement to retain it while he remains in the sersrice the cor- 
poration offers a yearly cash bonus of $5 per share for five years, 
beginning with January, 1916, on the condition that the subscriber 
is to produce his stock certificate together with a statement from a 
proper officiai of the company to the effect that he has been con^ 
tinuously in the corporation^s service during the preceding year, 
"and has shown a proper interest in its welfare and progressa' 

Subscribers who hâve not fully paid their subscriptions, but who 
otherwise fulfill "ail the conditions of continuons and faithful serv^ 
ice," are also given this bonus. 

A holder of a stock certificate remaining five years continuously in 
the corporation's service may be awarded, if found ''deserving 
thereof ," a further pro rata bonus from a fund to be derived from the 
forfeited bonuses of employées (a) canceling subscriptions ; (b) trans- 
fcrring ccrtificates, whether intentionally or otherwise; (c) leaving 
the service or f ailing to résume employment when requested. 
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The following is a copy of the fuU text af the offer of 1915: 



To the offieen and employées ofthe 



Corporation and o/its tuMdiary companies: 



The c(»ponition again offeni the opportunity to subscribe for ehaxes of its conmum 
stock, not exceeding an aggregate total of 35»000 ahares» under the following tenus 
and conditions: 

First. Ail Bubscriptions shall be made upon the expieas condition and agreement 
that ail questions conceming the said subscriptions, and the allotments and interests 
thereimder, shall be decided by the finance committee in its discrétion, and snch 
décision shall be final and conclnsive upon ail parties. 

Second. Subscriptions shall be for one or more shares of oommon stock at the sub- 
scription price of $85 per share. 

Thlrd. The following table shows the maTÎmiini number of shares which may be 
subecribed for by employées whose salaries or wages are within the respective limita 
stated, but employées at their option may subecribe tor lees than such maximum 
number of shares: 

SUBSCSIFTIONS TO COMMON STOCK. 



Bmi^yecB raceivmg ICay sabscribe for a 

aimnflJ salaries of— maximum number of— 

$((37.50 or lesB 1 ehare. 

$637.51 to $1,416.66 ■ 2 shares. 

$1,416.67 to $1,893.33 3 shares. 

$1,983.34 to $3,187.50 4 diares. 

$3,187.51 to $3,895.83 5 shares. 

$3,895.84 to $4,604.16 6 shares. 

$4,604.17 to $6,375.00 7 shares. 

$6,375.01 to $7,225.00 8 shares. 

$7,225.01 to $8,075.00 9 shares. 

$8,075.01 to $8,925.00 10 shares. 



Employées r»oeiving 
annual salaries of — 



liay saboeribe for a 



aya 

ntaxunam number of-~ 

$8,925.01 to $9,775.00 11 shares, 

$9,775.01 to $13,281.25 12 shares. 

$13,281.26 to $14,343.75 13 shares. 

$14,343.76 to $15,406.25 14 shares. 

$15,406.26 to $16,468.75 15 shares. 

$16,468.76 to $17,531.25 16 rfiares. 

$17,531.26 to $18,593.75 17 shares. 

$18,593.76 to $19,656.25 18 shares. 

$19,656.26 to $31,450.00 19 shares. 



PAYMBNT8 FOR STOCK. 

Fourth. Payment of subscriptions shall be in monthly installments, to be deducted 
from the salary or wages of the subscriber. The first déduction will be made from 
February salary or wages. No installment shall be less than $2 per share and shall 
not enceed one-quarter of any one month*s salary or wages. Installments exceeding 
the minimum must be in even dollars. Payment for the stock must be completed 
within three years. Interest at 5 per cent per annum will be charged on deferred 
payments. 

DIVIBENDS. 



i 



Fifth. Until payment of the subscription bas been completed, any dividends paid 
on the stock subscribed for will be credited to the account of the subscriber as part of 
his payment. After the stock is Issued to the subscriber, future dividends will go 
direct to him. 

CANXELLATIONS — REFUND DP INSTALLMENTS. 

Sixth. Subscriptions will be canceled for the following reasons: 

(1) By requeet of subscriber. 

(2) By (a) voluntarLly leaving the service, or (b) being discharged for cause, or (c) 
failing to résume employmeut when requested. (See sec. 11.) 

(3) By discontinuing payments without the consent of the corporation for three 
consécutive months. 

The cancellation of a subscription forfeits ail interest and benefits which the sub- 
scriber would hâve received if he had continued such subscription. There will then 
be retumed to him the full amount of payments made on the subscription so canceled 
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whh înterest at 5 per cent per annum, no crédit being given him for dividends or for 
the spécial allowance referred to in the third paragraph of section 7, and no intereet 
being charged on deferred payments. A subscription may not be canceled in part. 

SPECIAL BENEFITS.* 

Seventh. When the stock is fuUy paid for, it will be issued in the name of the 
subscriber. Ile may sell his certificate, but as an inducement for him to keep it 
while he remains in the ser\nce the following offer is made, viz: 

If he will keep the stock and In January of each year, for flve years, commencing 
with January» 1917, will exhibit the certificate to the treasurer of his company, 
together with a statement from a proper officiai that he has been continuously in the 
employ of the corporation or of one or another of its subsidiar^' companies during the 
preceding year, and has shown a proper interest in its welfare and progress, he will 
for each of such five years receive a cash payment at the rate of $5 a share for each 
ehare of common stock. 

SubscriberB who may not hâve fuUy paid their subscriptions by January in any year 
^will, il their subscriptions are still ili force, and they hâve otherwise fulfilled ail the 
<x)QditionB of continuons and faithful service as provided, be credited in their subscrip- 
tion accounts with the foregoing spécial allowance of $5 per share on their subscrip- 
tions for common stock. 

ADOmONAL COMPENSATION. 

Eighth. If a subscriber keeps his certificate and remains continuously in the service 
for five years, the corporation intends that he shall then receive a still further compen- 
sation, which can not now be ascertained or stated, but which will be derived from 
the following solut^e6, viz: 

The spécial allowances referred to in section 7, which, after a subscription is fuUy 
paid, are forfeited by (a) transfer of certificate from name of a subscriber, whether 
intentionally or otherwise; (b) voluntarily leaving the service, or being discharged 
for cause, or ùdling to résume employment when requeeted (see sec. 11), will be paid 
by the corporation into a spécial fund at the end of each year. This fund will be 
credited with interest at 5 per cent per annum and at the end of the five years' period 
the total amoimt thus accumulated will be divided into as many parts as shall be equal 
to the number of shares of common stock subscribed for hereunder and then remaining 
in the hands of subscribers who shall hâve continued in such employ for the whole 
fiv'e yeaiB. The corporation will then by its own final détermination in its discré- 
tion award to each subscriber whom it shall find deserving thereof as many parts of 
such accumulated fimd as he shall be entitled to on basis of the number of shares then 
held by him under this plan. 

DEATH OR PERMANENT DISABILITY. 

Ninth. If a subscriber dies or is permanently disabled while rendering faithful 
service during such five years' period, payments will be made to his estate or to him 
asfollows: 

(a) If his subscription is fully paid and he has received and not disposed of his cer- 
tificate of stock, the corporation will pay a sum equal to $5 per share for each of the five 
years not then expired, and also a pro rata amount of the spécial fund arising from for- 
feitures, referred to in section 8 preceding, which may hâve accru ed at the time of his 
death or disability. 

(b) If hia subscription has not been paid in full, the corporation will pay the money 
theretofore paid in by him on account, together with the dividends paid on the stock 
subscribed for, the spécial allowance for the entire five years* period, and a pro rata 
share of the amount of the spécial fund mentioned, less interest at 5 per cent per 
annum on deferred installments. 
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(c) Il at time of decease or permanent disablement the subscription has been fully 
paid but certificate not yet delivered, the corporation will tum over the certificate, 
as first stated above, together with the additional payments mentioned in paragraph 
(a) preoeding. 

PENSIONED EMPLOYEES. 

A pensioner will not be permitted to subscribe, but any subscriber who is subee- 
quently pensioned may continue payments on his subscription , and when fully paid 
he will reçoive the certificate for the stock subscribed for and the payments referred 
to in paragraph (a) of section 9: Provided, however, That as soon as he shall hâve fully 
paid his subscription and received his certificate of stock, he will be treated as 
though permanently disabled, and payments will be made to him in accordance with 
pjx^dsioDS of paragraph (a), section 9. 

BENEFICIÂRY. 

Tenth. A subscriber may name in his subscription as beneficiary the person to 
whom in the event of his death he desires the corporation to pay ail amounta in con- 
nection with his subscription which would otherwise be payable to his estate. The 
corporation, upon satisfactory proof of death under the conditions of the subscription, 
will pay to such beneficiary ail amounts in connection with the subscription which 
would otherwise be payable to the estate of the subscriber. WTien such beneficiary 
haj3 been named, the subscriber's estate shall hâve no claim to any such amounts, 
unlesB the beneficiary should die before the subscriber, and in that event pay ment 
will be made to the subscriber's estate. By written notice delivered to the treasurcr 
of the Company by which he is employed, a subscriber may substitute another 
beneficiary. 

SUSPENSION OP EMPLOYMENT. 

Eleventh. Subscribers whose employment bas been suspended by reason of the 
temporary closing of a plant, and who shall continue ready and willing when required 
to résume their service, will not be deprived of the spécial allowance of $5 per share 
per year during such suspension, although they may hâve accepted employment 
during such suspension. As preeumptive évidence of willingness to résume employ- 
ment, the corporation will accept (1) from the holders of fully paid subscriptions the 
exhibition of the original certificate in January of each year, and (2) from the holders 
of partly paid subscriptions the rétention by them of their subscription during the 
preceding year. 

The above period of suspension will not be counted as part of the three years limited 
for the full payment of the subscriptions, and during such suspension monthly pay- 
ments will not be required, though if so desired by the employée they may be 
continued. 

In case of the death during such suspension of any such subscribing and continuing 
employée, his estate or his beneficiary will be entitled to the same benefits accruing 
to his subscription as if he had died while under employment. 

Failure to présent the original certificate as provided, or the withdrawal of a partly 
paid subscription, or the failure to résume employment when requested, will consti- 
tute a relinquishment of ail benefits referred to in this circular. 

Twelfth. Subscriptions will be received until January 29, 1916, and allotment made 
as soon thereafter as possible. 

The foUowing table shows the number employed and eligible to 
subscribe for stock, the proportion that took advantage of the oppor- 
tunity offered, and the number of shares subscribed for, by years, 
tho inception of the plan in 1903: 
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During the entire existence of the plan, the relative proportion of 
the total empîoyed and eligible that subscribed for stock varied from 
5.8 per cent in 1905, to 20.5 per cent in 1914, the average proportion 
subscribing having been slightly below 12 per cent. The average 
nuinber of ahares per subscription varied from 1,4 in 1910, to 3.2 in 
1904, tbe bighest since the plan was put into opération. 

The table foUowing sbowa for each year tbe class of stock offered, 
tbe subscription price, and the range of market quotations for tbi» 
class of stock. 
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Annually from 1903 to 1908, inclusive, ami in 1910, preferred 
stoirk only was ofTered to employées. During the years 1909 and 
1911 to 1914, incliLsive, common as well as preferred stock was 
offored. No offer was made for 1915. For 1916 an offer of conunon 
stock at $S;» per share was announced. 

On Septemher 30, 1903, in view of the décline tlien occxirring in 
the market value of the preferred stock of the corporation which fact 
might hâve excited appréhension of possihie loss to the employées 
who Hubscribed for it under the offer of that year, the finance 
committee of the corporation issued to subscribing employées a cir- 
cular letter to the effect thnt "the corporation will at any time dur- 
ing January and February, 1908, pay to every subscribing ofhcer or 
employée who shall hâve retained his stock for the full period of five 
years * * * $82.50 per share for the stock, less the rebates and 
bonefitB he shnil hâve been entitled to under the circular of 1903 
(not including benefits received on account of the différence between 
interest and dividend, which he wUI in any event retain) provided 
he wishca to sell the stock for that price at that time." 

The table following shows, by classified salary groups, the num- 
ber of employées subscribing for stock during each year from 1903 
to 1912. 
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Th© following table shows the per cent of the subscribers who 
recmvod oach clossiBod amount of amiual salary during each of the 
yoars from 1903 to 1916. 
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The tahle folloving shows for oach year since 1903 the ntimher of 
ahares of stock aUotted to employées in each specifiod salaiy group. 
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The aext table shows what proportion of the total shares of stock 
allotted to employées was subscrïbed for by those in each salary 
group. 
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Table 71.— PER CENT OF TOTAL SHARES OF STOCK ALLOTTED TO EMPLOYEES IN 
EACH CLASSIFIED 8ALARY GROUP. BY YEARS, 1903 TÔ 1916. 
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The extent to which the lower-paid employées, presumably those 
engaged in the processes of manufacturing, hâve benefited by this 
planmay be inferred from the figures shown in Tables 70 and 71. 
Since the inceptionof the plan, in 1903, the relative proportions of 
the total numbers of shares allotted annually to employées eaming 
less than $800 per year varied from about one-third (32.9 per cent) 
of the preferred-stock allotment of 1912 to less than one-fifth (16.7 
per cent) of the common-stock allotment of 1909. 

The tables show that the bulk of the allotted stock went to em- 
ployées with an eaming capacity of $800 and under $2,500 per year, 
this group, embracing presumably the better grades of the manu- 
faeturing, clérical, and supervisory forces of the organization, hav- 
ing becn allotted annually from one-half to three-fifths of the total 
number of shares. 

Tlie same tables show that whenever common and preferred stock 
was offered, employées eaming less than $800 per year preferred the 
latter to the former, while the opposite seems to hâve been tnie of 
the bettcr-paid employées, the latter pteferring usually the common 
stock of the company. 

During the years 1903 to 1916 the proportions that weré allotted 
to employées earning between $2,500 and $5,000 per year varied 
from 22.4 per cent of the common-stock allotment of 1909 to 4.4 per 
cent of the preferred-stock allotment of the same year. 
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Benefits op THE Plan to Subscribing Employées. 

The varions bonuses paid by this company constituted a considér- 
able inducement to subscribe for stock. Thus, a subscriber under 
the séries of 1903 who remained in the service of the company until 
the end of the séries — 1908 — received per share purchased in 1903 at 
$82.50 the folio wing bonuses: 

(1) Dividends (5 years at $7) $35. 00 

(2) Anniial bonuses (5 yeara at $5) 25. 00 

(3) Pro rata share in spécial fund at end of séries ^ 62. 50 

Total 122.50 

Assuming a charge of $5 per share as interest on the deferred pay- 
ments, the net gain to the subscriber of the séries of 1903 was $117.50, 
an average of 28.5 per cent per year on the original investment 
of $82.50. 

In 1910 the pro rata amount per share in the spécial fund of séries 
of 1905 was $16.80, the aggregate net gain per share (including divi- 
dends and bonus) having been $71.80; allô wing a charge of $5 per 
share as interest on deferred payments, the net gain per share in. the 
séries of 1905 amounted to 16.4 per cent per annum on the original 
investment of $87.50. A subscriber of the séries of 1907 (termm- 
ating in 1912) received 15.2 psr cent per annum on his original 
investment of $102. 

Computed as a percentage of the emplcj^ees' earnings during the 
period covered by a séries — 5 years — the total gains in the case, for 
instance, of an employée earning $800 per year, amounted to : Séries 
terminating in 1908, 6.1 per cent; in 1910, 3.8 per cent; in 1912, .3.9 
per cent. Percentage gains on the earnings of subscribing em- 
ployées approximating closely that of the latter séries resulted from 
the opération of the plan in the séries that terminated in 1913, 1914, 
and 1915. 

CASH BONUS PLANS BASED UPON LENGTH OF SERVICE. 

GENERAL NATURE OF PLANS. 

The tcrm '* profit shariiig^' has frequently been used to dénote plans 
involving more or less systematic annual distributions of cash bonuses 
in the form of a fixed percentage on earnings, varying with the length 
of continuons service of individual employées. The theory xmder- 
lying the majority of such plans is the récognition by employers of 
the fact that the longer a person remains in the continuons service 
of the fîrm the grcater is the value of his services. 

1 This imusually large amount was caused by the large number of cancellations during séries, due mostly 
to: (a) Large number of employées dismissed in 1004 on account of the business dépression in the 
industry; (6) réduction in w&ges made in 1004 that made it difDcult for many employées to continue pay- 
ments. 
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m/mthit' periods, will equal 9 per cent of biâ total eamings during tbe nine months* 
periorl, 

To eacb employée who «bail bave remained continoooaly in tbe company'â service 
for a periM of one year, there will be paid to him an amoont tbat, after deducting 
the amoant aiready paid for tbe tbree, six, and nine montbs* periods, will eqoal 
12 pf-r cent of bis total annual eamings. 

T lieue extra payments will be paid eacb y^ar during tbe employee's continooos 
servi/e with tbe company, ontil forther notice, on the above basis, except tbat at the 
tsnd of the ëficond y^ar of continuous service on the part of tbe emplo>'ee» a further 
bonivi will \fii paid in huch an amount as to piake the total for tbe year equal to 15 
pifT cent of the employee's eamings during tbat year. 



PBOFIT SHASING IN THE UITITED STATES. 



159 



Leavlng the company's employ or being absent from duty witfaout permission, 
or without a good and sufiicient reason, will operate to cancel the obligations of the 
Company herein set forth toward the employée. Absence on account of sickness or 
other unavoidable causes will not operate to deprive the employée of the benefits of 
thisplan. 

We wiah to point ont that thèse percentages are calculated on the total eamings 
of the employée during the periods indicated and are not based upon the hourly rate. 

The Company reserves the nght to modify or terminate this arrangement upon 
due notice being given, but such notice shall not affect any employée who has been 
employed prior to such notice until his two years of service shall hâve expired. 

Firms having such plans in opération are very numerons. In 
view, however, of the fact that thèse plans may not properly be 
classified as involving the principle of profit sharing — the main 
subject of this report — no effort was made to compile a complète list 
of such plans in opération in the United States at the présent time. 

Al«^ALYSIS OF WORKING OF A 8ELECTED GBOUP OF CASH BONUS PLANa 

For the purpose of comparing the results of the opération of theee 
plans with those of plims involving the apphcation of the principle of 
profit sharing, namely, extent of apphcation, benefits to'employees, 
cost to employer, etc., the resiûts of the working of a représenta- 
tive group of such plans are herewith presented. 



The extent to which employées in a selected group of 22 of thèse 
establishments partieipated is shown in the folio wing table: 

TiBU TS.'CLASSIFIED PERCENTAGE OF TOTAL EMPLOYEES PARTICIPATINO DUR- 
ING ONE REPRESENTATIVE YEAR IN 22 ESTABLISHMENTS. 



Clasaified pemntage of total em- 
ployées particlpating. 


Number 

of estab- 

lish- 

ments. 


• 

ç ftnd nnd*»" 10 


1 
2 
5 
5 
9 


20 ^n(\ !ind«r 40 


^ ftnd under fio. 


flo ftiKi nnder W 


W and ovflT 


Total 


22 





In over four-fif ths of the estabhshments in this group the propor- 
tion of the total employées that received cash bonuses at the end of 
one représentative ycar was 40 per cent or more. In almost two- 
thirds of tho establishments 60 or more per cent of ail the employées 
partieipated. 
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Below is given a summary table showing the benefits that accrued 
to the employées under thèse plans during one représentative year: 

Table 73.— Nl^MBER OF ESTABLISHMENTS GRANTING EACH CLASSIFIED FER CENT 
OF WAGES AS BONUS TO EMPLOYEES DURING ONE REPRESENTATIVE TEAB. 



Classifled perœntage of wages 
granted as bonus. 


Number 

ofestab- 

lish- 

ments. 


2 and under 4 


2 
2 

i 
5 
7 

1 
1 


4 and undw 6 


6 and under 8 


R and under 10 


10 and iindttr l-S. . . 


15 and under 20 


20 and under 30 


Total 


22 





Only one establishment paid a bonus exceeding 20 per cent of the 
regular camings of its employées. In 9 of the establishments the 
bonus perccntage pald was 10 per cent or more. In over four-fifths 
of ail the percentage paid on the earnings of the participating em- 
ployées was more than six. 

Coeit of Plana to Emplojrooo. 

The cost to the employers of operating thèse plans in terms of per- 
centage of the total pay roll is shown below: 

Table 74.-C08T OF BONUS PLANS TO 22 EMPLOYERS IN PER CENT OF TOTAL PAY 

ROLLS FOR ONE YEAR. 



Classifled per cent of pay rolls. 


Nnmber 

ofesUb- 

lish- 

ments. 


Under 1 


2 
2 
8 
5 
1 
4 


2 and under 4 


4 ftnd und^»" 6 


6 and under 8 


8 and under 10 


10 ftnd under 1/i 


Total 


22 





In four instances the cost of the plans to the employer amounted to 
10 per cent or more of total pay roll. In over one-half of the estab- 
lishments it was less than 6 per cent. 



ï 
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The number and per cent of employées that received bonuses dur- 
ing the year under discussion are shown below in occupation groups: 

TiJOB 715.— NUMBEB AND PER CENT OF PARTICIPATINO EMPLOYEES IN EACH OCCU- 
PATION GROUP. 



OccapatioD group. 


Participating em- 
ployées, 

Number. Per cent. 


Execntive 


415 
770 

11,876 


3.2 
5.0 

00.0 


Hannfacturing 
and ail others . . 

Total 


13,061 


loao 



Ovor f our-fifths of the beneficiarios under thèse plans were engaged 
in occupations other than executive or clérical; that is, were engaged 
in a mechanical or manual way in the actual processes of manufao- 
turing or distribution. 

MISCELLANEOUS PLANS. 

A SO-CALLED COOPERATIVE WAGE SYSTEM. 

In August, 1911, the management of a certain company put into 
efïect a so-called coopérative wage plan as rcpresenting its policy in 
determining the rates of wages of its trainmen — motormen and con- 
ductors. Undor this plan approximately 22 por cent of the gross 
passenger receipts of the company is set aside in a separate fund for 
use in payment of wages, pensions, and deach b^nefits to the train- 
men engaged in the passenger service. 

Many increases in the rates of wages of motormen and conductors 
bave been made since the plan waa put into opération. The follow- 
ing table shows the scale of hourly rates of wages adopted at each 
specified date, attributable to the opération of the plan. 

Table 76.— CHANGES IN SCALE OF WAGES SINCE 1911. 



Scale made efTectiv< 



Jnne 5, 1911 (in settlement of 1010 strike) 

Juïy 1, 191 1 

Jan. 1, 1912 

July 1 , 1912 

Jan. 1,1913 

May 1 , 1913 

July 1 , 1913 

Sept. 1,1913 



BeRin- 
ner'srate 

hour). 



Cents. 
22 
22 
22 
22 
22è 
23 
24 
25 



Rate per hour after a service of— 



lyear. 



Cents. 
23 
23 
23 
23 
23è 
24 
25 
26 



2years. 



Cent». 
23 

23] 

24 

25 

26 

27 



3year8. 



Cents. 
23 
23è 
24 
24 
25 
26 
27 
28 



4 years. 



Cents. 
23 
23} 
24 
24è 
26 
27 
28 
29 



dyean. 



Cents. 
28 
23è 
24 
25 
27 
28 
29 
30 



56831*»— Bull. 208—17 11 
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A PLAN BASED ON PRICE OF PRODUCT. 

A Company engaged iu the miiiing of copper has had in opération 
since 1914 a method for the détermination of wages for its mining 
force which is sometimes improperly termed profit sharing. Under 
tljis plan the wage paid per day dépends wholly upon the price per 
pound that the extracted copper is sold for, this price being " the 
average price for each mouth" as report ed by the Mining and 
Engineering Journal. 

The plan establishes a minimum wago of $3.50 per day, based 
upon a price of 13.99 cents or less per poimd for copper. With 
increases in the price of copper corresponding increases in the wage 
per day are automatically effected. The following table shows this 
sliding scale of wages and Ihe minimum and maximum per day that 
may be reached.* 

Table 77.— SCALE OF WAGES. 



Price of eopper per pound 

(cents). 


W««e 
per dav. 

1 


Price of copper per pomid 
(cents). 


Wage 

per day. 


13.99 and ander 


1 

» 13.50 
3.ft5 
8.75 
8.90 
4.00 
4.15 
4.25 


20.00 to 20.99 


$4.40 
4.50 
4. «5 
4.75 
4.90 

«5.00 


14.00to 14.99 


21.00 to 21.99 ;... 


15.00to 15.99 


22.00 to 22.99 


1(1.00 to 16.99 


23.00 to 23.99 


17.00 to 17.99 


24.00 to 24.99 


18.00 to 18.99 


25.00 and ovw. 


19.00 to 19.99 


1 





1 Minimum. 



* Maximum. 



Thus it may be seen that, depending upon the price of copper, the 
plan establishes a minimum of $3.50 and a maximum of $5 per day. 

Under this plan, at the end of 1915, when the price of copper 
moimted to 27 cents per pound, the wage per day of the miners was 
automatically put at $5. 

RONUS PLAN OF SUGAR PLANTATIONS OF HAWAO. 

A plan providing for a sUdmg scale of bonuses has been in opéra- 
tion in many sugar plantations on the Hawaiian Islands since Janu- 
ary 1, 1912. In April, 1916, it was decided by the planters of the 
territory that in view of the imusual prosperity brought about by 
the continuance of the war in Europe and the conséquent high 
priées of sugar, that the laborers should participate more largely in 
the prosperity of the industry. The planters thcrefore adopted a 
more libéral bonus svstom than that of 1912, the essential features 
of which are shown below. 

1 A method of wa;^ payment strikin^ly similar to the one of this company Ls provided for in manjof 
the collective agreements botween the employers and the Amalgamated Association of Iroo, Steel, and 
Tin Workers. 
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SUDING SCALE BON'US. 

( Amended as of Apr. 1, 19lft.) 

FIB8T. AMEN'DMEXTB TO RLIDINO 8CALE BONU8. 

The eliding pcalo bonufi plan adoptcd by the plantations Janiiar>' l, 1912, shall be 
amended to read and he as bcrcînafter set forth. 

The current bonus perîod from November 1, 1915, to October 31, 1916, will be 
dîvided into two parts. The first will include the five months to April 1, 1916, for 
which the bonus will be set'tlcnl October 31, 1916, according to the schedule heretofore 
existing. For the remaining seven months from April 1, 1916, to October 31, 1916, 
the bonus will be based iipon the nchedule hereinafter set forth. Thereafter the bonus 
period will be for the 12 months to end October 31 in each year until further notice. 

8ECOND. DETERMINATION AND BA6I8 OF BONUS. 

(A) The honus shall be based on the average of the daily New York market price 
for 96® centrifugal raw sugar, duty paid, for the year, as reported to the Hawaiian 
Sugar Planters' Assotriation by , of New York. 

(B) If the New York market price for 96° raw sugar averages for the year 3.55 cents 
per pound — 171 per ton — laborers shall receive a bonus at the rate of lA per cent of 
their wages or eamingn as h(Teinafter set forth, and for every dollar per ton increase 
over said $71 per ton the bonus will be increased 1) per cent, as follows: 



Market 


Market 


price per 


price i»er 


pound. 


tou. 


Centê. 


Dolîan. 


3.55 


71 


3.60 


72 


3.IVÔ 


73 


3.70 


74 


3.75 


75 


3. 80 


76 


Z.'^ 


« i 


3.90 


7S 


?.. W 


79 


4.()0 


HO 


4.<V> 


81 


4.10 


H2 


4.15 


«i 


4.21) 


IM 


4.2.Î 


K5 


A.m 


M 


4.:i5 


87 


4.40 


88 


4. 15 


89 


4..',0 


90 


4. .v> 


01 


4. t'n) 


Wt 


4. fô 


vm 


4.70 


04 


4. 75 


95 





Market 


Market 




BoniLs. 


price per 


price per 


Ikmus. 




poiuid. 


ton. 




Per cent. 


Cent9. 


Dollars. 


Per cent. 


1.5 


4.80 


96 


39.0 


3.0 


4.N5 


97 


la 5 


4.5 


4.90 


98 


42.0 


ao 


4.95 


99 


43.5 


7. 5 ■ 


6.00 


HX) 


45.0 


9.0 


5. 05 


101 


46.5 


10.5 


5.10 


102 


48.0 


12.0 


5.15 


lat 


49.5 


13.5 


6.20 


1(M 


51.0 


15.0 


6.25 


105 


62.5 


1«.5 


6.:U) 


106 


54.0 


KO 


6.35 


107 


65.5 


19.5 


6. 40 


108 


57.0 


21.0 


5.45 


109 


5H.5 


?2..î 


5. .•<) 


110 


60.0 


24.0 


6. 55 


111 


01.5 


25.5 


6.00 


112 


63.0 


27.0 


5.6>.> 


113 


(M. 5 


2S.5 


6.70 


114 


66.0 


30.0 


5. 75 


115 


67.5 


31.5 


6.80 


un 


09.0 


3:i.O 1 


6. .85 


117 


70. 5 


34.5 


.S. 90 


ll.H 


72.0 


3ii.O 


5. 95 


119 


7:{.5 


37.5 


^^. 00 


120 


75.0 



And 80 on in liko proportion. 



THIUI). I..\B(>RKRS EXTITLED TO BONIS. 

(A) Day-uage laborers oud short-term contractors. — (1 ) AU laborers on a day-wage 
basis rcceiving wapos of $24 por month and undor and ail short-term contractors shall 
be entitled to a bonus ))rovicled they work, in the case of nien, not less than 20 da>'B 
per calendar month, and in the case of women, not leas than 15 days per calendar 
month. 
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(2) To thœe laborers 20 per cent o/ their monthly eamings shall be paid monthly 
on account of the annusd bonus due October 31, and if they sbsdl thereafter continue 
in the employ of the same plantation until the end of the bonus period they shsdl then 
be paid the balance of the bonus, if any. 

(B) CuUivating contrnctor$, — (1) Cultivating contractors shall be paid a bonus on 
the baais of wages at the rate of $24 per month of 26 days in the case of men, and $18 
per month in the case of women, pro\ided they work not less than 20 days in any 
ealendar month in the case of men and 15 da^'s in any calendar month in the case of 
women. 

(2) To thèse cultivating contractors, 20 per cent of their monthly wage, calculated 
on the above basis, shall be paid monthly on account of the annual bonus due October 
31, and the balance of the >)onus, if any, shall \ye paid at the end of the bonus period. 

FOURTH. COXTRACTS BASED ON PRICE OF 8UGAR. 

None of the above provisions in regard to the pa^'ment of bonus shall apply to the 
contractors whose contracts are settled according to the price of sugar. 

KIFTH. SETTLEMEXT PERIOD8 AND PARTICIPATION. 

The first settlement under this amended bonus shall 1>e made on the May, 1916, 
pay day for the months of April and >£ay. 

AH laborers entitled to a bonus, whoaie worldng on a plantation on October 31, shaU 
be paid the fuU amount of the bonus for each and every month of the bonus period 
during which they hâve worked on such plantation 20 days per calendar month in 
the case of men and 15 days per calendar month in the case of women, less what they 
hâve received as a monthly advance as hereinabove provided. 

I f the laborer shall hâve been excused from work by the manager because of physical 
dÎBability, or other good reason, the loss of time caused thereby shall not be construed 
to deprive hira of the entire amount of the bonus, but he shall be entitled to a propor- 
tion of the same for the number of days work performed. 

In addition, the various plantations hâve adopted a différent 
schedule of bonus to be applied to skilled laborers (from manager 
down), the directors of one of the largest plantations having decided 
to pay a bonus of 20 per cent on the eamings of 1916 to this class of 
employées. No conditions are attached to this bonus as to the num- 
ber of days to be worked, nor is it regulated by the price of sugar. 
In other words, no matter what the price of sugar may be during 
the year, every skilled employée on this plantation will receive for 
1916 a bonus of 20 per cent on his eamings. 

ANOTHBR SO-CALLED CX>OPERATIVE WAGE SYSTEM. 

The coopérative wage System of a certain company was put in 
opération in 1911. It is a plan for cqually distributing between 
employer and employées the savings collecti vely effected in labor costs, 
either through the increased efficiency of labor itself or the intro- 
duction of improved machinery or improved methods of work. The 
plan requires the division of the several shops into departments, each 
department being made a cooperating unit. Every member of the 
organization in each department, from foreman to errand boy, 
Jnclusivc, is cmployed under this plan. 
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With each coopérative department an account is opened which is 
knôwn as thc departmcntal coopérative wage account. To this account 
is charged the actual labor cost in the department for work finished 
during the week. To this amount is added the proportion'ate 
indirect labor expense of the department for the same period. The 
account is at the same time credited with the '' standard labor value." 
It needs to be stated that every opération on each item of product is 
given a standard labor value, which is carefully determined before the 
first order for work on a part is issued to the shops. Thèse values 
include allowances for both direct and indirect labor costs of the 
product. Once set, the standard labor values remain unchanged 
regardless of the savings. subsequently effected becausé of increased 
efBciency of labor itself, of the introduction of *new machinery, or 
of any other reason. 

The différence between the actuaJ expenditure for labor on the 
total product of the department and the corresponding labor value 
taken at standard labor rates, when the former is less than the latter, 
indicates a saving due to increased efiiciency in the department. 
It is this saving which is then divided equaUy between the company 
and its employées. 

The employées' share of the saving is apportioned to them on the 
basis of their eamings during the period in which the saving is madè. 
It is the practice to place a statement before the employées once 
each week setting forth the exact facts conceming the saving. The 
results of the working of the plan in one of the departments in 1915 
is shown below! 

Erecting and iesiing department^ 1915. 

Standard labor value of product completed during the year, as 

per detailed schedules on lile with foreman $47, 618 

Actual expenditure for wages charged direct to said orders and 
proportionate expenditure for indirect labor charges for the 

year; foreman, shop laborers, tool repairs, etc 30, 172 

Différence being saving effected on product completed during 

the year \ 17,446 

One-half of the saving is 8, 723 

The actual pay roll of the department for the year is 30, 172 

The bonus percentage for coopérative effort, which bonus is to 

be added to each man^s wsu^es for the year is 28.8 per cent. 

(Participated in })y ail of the employées of the depart- 
ment — 54.) 

Tlie introduction of the coopérative wage System into departments 
which had been operating on piecework and individual bonus 
schemes required the rerating of ail employées in such departments 
on a day-wage basis which guaranteed retums eqtial to those sccured 
previous to the introduction of the plan and which also gave a cor- 
respondingly just basis for the distribution of savings effected by 
the organization as a whole. Such action showed the workmen that 
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the dbange was made in the spirit of faimess and that the Com- 
pany, even before the résulte justified such action, placed confidence 
in its individuel employées to make a success of the new plan. 

Standard labor rates on ail product of the shops which had been 
made previous to the installation of the coopérative wage System 
were figured at actual labor cost as of the date when the coopérative 
wage System went into effect. Standard labor rates for ail new work 
placed in the shops subséquent to the installation of the coopérative 
wage System are figured by an experienced mechanic, who in setting 
thèse rates bases them on labor costs such as are to be expected in 
the best of compétitive shops. 

DISCONTINUED PLANS. 

A nimiber of . inquiries were addressed to employers who were 
known as having had profit-eharing plans in opération in the past. 
The foUowing were given by 26 of them as the causes for discontinu- 
ance of their respective plans: (1) Plan didn't satisfy employées, 8 
(2) men went out on strike, 6; (3) mon preferred inerease in pay, 5 
(4) plan did not inerease interest or efficiency of employées, 4 
(6) plan benefited undeserving employées, 2; (6) plan did not tend 
to inerease the stability of the force, 1 ; (7) gênerai upward trend 
of wages and compétition, 1. Tlius from the reasons given for the 
discontinuance of the plans it may be inferred that the above-men- 
tioned phenomena were not expected to occur with the principle of 
profit sharing in opération and that their occiUTence made its fur- 
ther application imwise. 

Mr. W. W. Nearing, vice président of the Pejepscot Paper Co., of 
Brunswick, Me., writes: 

Briefly, would say that we tried at our mills a mmiber of years ago 
a System which consisted in arriving at the profits for the year, de- 
ducting 6 por cent on the capital employed, and consider the balance 

1)rofits on the business opération, part of which was set aside as a 
abor dividend. Tlie trial wus simply preliiiiinarv to try to work 
something out of it and was fairly satisfactory as fong as the profits 
warranted a substantial return to labor; but in off years, when it did 
not yield as much, it caused so much dissatisfaction and ill feeling 
that we decided to abandon it. 

Mr. Thomas Elder, of the Elder & Jolmston Co., merchants of Day- 
ton, Ohio, describiiig tho oxporiences of the company in profit sharing, 
ocmcludes : 

Up to the présent time, nowever, we hâve not f ound any plan that. 
fForKB 6»tkf actmily to both the employées and the employer. In the 
jtt seaaon of prosperity, when the profits and eamings were 
thought it a fine thing; out in the off years, wheii 
were reduoed by business dépressions or some 
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other causes which come to ail business concerns, the employée could 
not see any advantage, aiid it always resulted in dissatisfaction. 

Another informant, one of the executive officers of the Austin H. 
Perry Co., of Haverhill, Mass., states: 

We made two distributions and, as the number participating in the 
distribution increased the second vear, which necessarijy made the 
amount received by each individual decrease, we found that there was 
a great deal of dissatisfaction; and we felt, for the interest of our busi- 
ness, that it would be better for us to discontinue the profit-sharing 
plan. 

The profit-sharing plan in opération in the printing establishment 
of the Wright & Potter Co., of Boston, Mass., was discontinued on 
account of its being *^entirely unsatLsfactory, because it applied only 
to certain favored ones — ^joumeymen and printers only — thereby 
causing so much complaint and friction that the company abandoned 
ail efforts in that direction after trying the same either one or two 
years." 

A profit-sharing plan in opération some years ago in the wholesale 
dry-goods establishment of the E. Guthrie Co., of .Paducah, Ky., was 
abandoned because ''it was found that the employées did not appré- 
cia te the plan and took vory little interest in it." 

The Peacedale Co., manufacturers of woolens, of Peacedale, R. I., 
abandoned its profit-sharing plan because **it was found that it did 
not satisfy the employées.*' 

The foUowiug firms abandoned profit-sharing plans because of the 
fact that their employées struck: S. M. Jones Co., Toledo, Ohio; the 
Rogers Pee t Co. , New York, N. Y. } Parsons Paper Co. , Holyoke, Mass. ; 
Brewster & Co., carriage makers, New York, N. Y.; Driver-Harris 
Ware Co., Harris, N. J. 

The Columbus Railway & Lighting Co., of Columbus, Ohio; the 
Thomas G. Plant Co., shoe manufacturers, Boston, Mass.; the C. G. 
Conn Co., manufacturers of musical instruments, of Elkhart, Ind. ; the 
New England Granité Works, of Westerly, R. I., and the Washing- 
ton (D. C.) Railway & Electric Co., abandoned their respective plans 
because the employées msisted upon increAsea in wages. 

The Théo. L. De Vinne Co., printers, of New York, N. Y., abandoned 
their plan because same did not prove to be *' an incentive to increased 
effioiency.^' For similar reasons the profit-sharing plans of Spratt's 
Patent (iVmerica) (Ltd.) Co., of Newark, N. J., and of the Hoflfman 
& Billings Co., of Milwaukee, Wis., were abandoned. 

The Saugerties Manufacturing Co., of Saugerties, N. Y., and the 
Jolm T. Connor Co., importers and whole-sale grocers, of Boston, Mass., 
give as the reason for the discontinuance of the System of sharing of 
profits with their employées the fact that "it was considered that 
many profited who were not entitled to it." 
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Mr. Rodney E. Ross, treasurer of the Hyde Windlass Co., manu- 
facturera of steel gears and brass castings, of Bath, Me., gives a^ the 
reason for the abandonment of their profit-sharing plan '' the gen- 
eral upward trend of wages during the years immediately precoding 
the abolishment of the profit-sharing plan." 

About 25 years ago Mr. A. Reinle, then the sole proprietor of the 
Reinle-Salmon Co., manufacturers of showoases and fixtures, of Bal- 
timore, Md., introduced a profit-sharing sjrstem among a limîted 
nuïaber of his employées, determined by service and responsibility. 
Under tlûs sjrstem approximately 50 per cent of the profits of 
thé firm was,distributed among Hie participants. As the business 
grew and devéloped, Mr. Reinle realized that lus share of the 
profits was being absorbed by improvements and extensions of thë 
business, while the profit-sharing employées received their ^hare 
in cash. He became convinced that those who were receiving or 
participating in the profits of the business should also assume the 
risk incident to the business. Accordingly, a corporation was f ormed 
iii 1903, and approximately 60 per cent of the stock was distributcd 
to the heads of the departments and others, with the imderstanding 
that same was to be paid for out of the dividends accruing until the 
par value had been paid. 

Since 1903 no stock distribution of any sort has taken place. On 
January 1, 1916, about one-fifth of the total employed (abôut 100) 
were interested in the company as stockholders. Of this number 
six (officers of the company) own about 80 per cent of the stock, 
the remaining employées who are stockholders holding from one 
to five shares each. Mr. Reinle, the founder of the business and 
its présent gênerai manager, thinks that although the plan enabled' 
some of the executive employées to make considérable* amounts of 
money, the business has suffered on account of lack of harmony; 
' somehow or other *'an employée stockholder is an einployee first and 
a stockholder second." In managing the business Mr. Reinle finds 
great difficulty in manipulating the services of his important em- 
ployées, ail stockholders, because ''most of them refuse to enter into 
any esprit de corps and lack busbiess knowledge to grasp the situa- 
tion." 

In 1914 the Miami Copper Co., of îîew York City, employing about 
1,000 people, annomic^d for the beiiefit of employées a plan of stock 
subscription in line with plan designated as No. 4, on page 148 of 
this report. This plan, however, was abondoned within less than 
one year, because *'only 40 of a total of 1,000 participated, and the 
plan oiitirely failed to benefit those men whom it was primarily 
designed to benefit, namely, the wage eamers, practically ail those 
^ Bubscribing being salaried men." 
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EXTENT TO WHICH OBJECTS SOUGHT BY ESTABUSHMENT 
OF PROFrr-SHARING PLANS HAVE BEEN REAUZED. 

The. principal objects of the establishment of the profitHsharing 
plans described in this report were stated by the employers to be as f olr? 
lows : (1 ) To stimnlate the elimmation of waste and to f os ter economy, 
(2) to increase efficiency, (3) to stabilize the working force, and (4) 
to improve relations between the management and its employées.* . 

One of the interviewed employers, a leader and advocate of pro^t 
sharing in New England, stated that the.object of profit sharing is. 
'*to fumish additionaJ stimuli for increased efficiency in establish- 
ments where piecework or any other efficiency method, for some 
reason or another, can not successfully be applied.'' Accordingly, 
the application of the profit-sharing principle is ^ 'undesirable and 
nnwise where more direct stimuli, such as bonuses on individuaji 
efficiency or output, may be applied," A strikingly similar point of 
view,seemingly prévalent among most of the profit-sharing employers, 
is presented by the vice président of the Executives' Club of Détroit 
in an article entitled, ** Where profit sharing fails and where it suc-' 
ceeds.'* ^ The author says: 

Oonsidered merely as a stimulus to mcreased production and greater 
net gain^rofit sharing is of oarticular value in plants where (1 ) indi- 
vidual efficiency can not vet be exactljr measured, or where, (2) much 
work is done far away from supervision, or where (3) longevity of 
service i^ necessary to préserve tne quality of the product or to guard 
trade secrets, or where (4) a supplément to the wage System pro- 
mothig individual efficiency is needed to minimize plant waste. In 
other cases, where the motives are merely practical, better results are 
obtained -by improvements in working conditions, by incrcases in 
wages, and by the payment of thèse increases upon the basis of 
inoividual efficiency. 

One employer stated that "the purpose of the employées' profit- 
sharing fund is not alone to enable each employée to share in a pro- 
portion of the net profits eanied by the firm, but also to be an addi- 
tional incentive for each employée to give the maximum of service to 
the firm/' 

An employer in New England with a profit-sharing plan in opéra- 
tion for the benefit of his executive, supervisory, and sales people 
gives as the reason for the introduction of his plan the fact that 
the plan ' 'places the responsibility of maintaining a wise manage- 
ment upon the principal workers and offers them a reward commen- 
surate with their collective and mdividual efforts, but makes this 
reward f ully contingent upon their perfonning their whole obligation. 

> On page lOiî of this report additional light Is thrown on thereasons thûl prompt employers in the 
initiation of proflt-sharing schemes by an examJnation of the causes specified by some employers as 
baving been resi)onsn)le for the discontinuanoe of plans known to hâve been in opération in their estab- 
lishments. 

s The System Magazine, March, 1910. 
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It offers to the présent capital o^ners a property whose permanent 
value is trebly safeguarded and whose retum is practically as certain 
as the retum on a bond/' 

Of ail the interviewed employers only three stated that the main 
object of their respective plans was to fnrnish '*an équitable dis- 
tribution of the profits of the undertaking, as a matter of justice, ir- 
respective altogether of hopes for increased efficiency." The correct- 
' ness of thèse reasons is substantiated by the fact that their plans 
are unusually libéral to the employées, two of them distributing 
ail their profits over and above what is thought to be a moderate 
retimi on their investments, and the third, one-third of ail the net 
profits. One of the first two gave as the reason for the existence of 
his plan the fact that he was the owner of more property than he 
needed, that as this property was created in the business, through the 
efforts of his employées, he now wanted them to hâve the benefitof it. 

As the immédiate cause for the launching of their plans most of 
the informants gave the fact that they had leamed ffom fellow em- 
ployers and periodicals that such plans worked well and in the 
interest of ail concemed. 

In order to discover the précise extent to which the hopes of em- 
ployers in the establishment of the plans were realized, they were 
asked to state the resuit as to — 

(1) Improvement of relations with their employées; 

(2) Increase of permanenc\' of their working force, and 

(3) Increase of efficiency. 

The following represent a summary of their statements. 

IMPROVEMENT OF RELATIONS BETWEEN EMPLOYERS AND EMPLOYEES. 

The consensus of opinion, almost unanimous, seems to be that the 
plans did hâve a verv decided tendencv to establish more satis- 
factory relations between employer and employée. This seems to be 
particularly true of establishments where the profit-sharing plans 
hâve been in opération for a considérable length of time. Under the 
influence of the plans, employers report, a sort of esprit de corps de- 
veloped. The plans, they further say, make the employées realize 
that their employers are treating them fairly and squarely. 

INCREASED PERMANENCY OF WORKING FORCE. 

All-of the informants without exception were also of the opinion 
that the establishment of the plans had a tendency to reduce the 
percentage turnover of their working organization. One of the em- 
ployers describes this effect a^ follows: "It works precisely like an 
increase in wages, but is more valuable because the employée, in 
order to receive his share, has to wait till the end of the distribution 
period, a fnct that makes him hesitate before quitting which would 
naturally in volve the forfeiting of his share in the profits." Another 
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employer emphatically states that his 'évaluable help would cer- 
tainly havo been stolen had the plan not been in opération." Still 
another, whose plan has been in opération since 1899, and paid 
profit-sharing dividends ranging from 50 to 100 per cent of earnings, 
States that his working force '* is rather permanent now, more so than 
in the years gone b}^; we attribute this fact to the plan." The 
gênerai manager of another estabUshment thinks that '' the company 
has positive proof that its skilled help is far more permanent now, 
and because of the plan." '^We hâve noticed a great improvement 
in the qnaUty and permanency of our force since the plan was put 
into opération," writes another. 

INCREASED EFFICBENCY. 

Although substantially agreeing that the plans hâve greatly im- 
proved their relations with tlie employées and contributed con- 
siderably to the stabiUzation of their working force, employers dis- 
agree greatly as to the recuits achievcd with référence to increasing 
the individual or collective efficiency of the participating employées. 
In aU, only three of them stated definitely that this, has been the 
resiilt. AU of thèse hâve paid xmusually high profit-sharing divi- 
dends to their employées in the past. ''The plan," says one of thèse 
employers, '^developed the individual sensé of responsibility, in- 
creased thrift, and increased efficiency." It should be noted, as 
throwing some light on this opinion, that undor the plan in opéra- 
tion in this establishment since 1903 profit-sharing dividends ranging 
from 16 to 24 por cent of the unnual eamings of the participants 
were paid. Another employer under whose plan imusually large 
shares of profits were paid — shares ranging from 50 to 100 per cent of 
annual earnings — believes that the "profit-sharing scheme has made 
the employées more efficient. It has removed ail friction betwcen 
the company and its emploj'ces." 

A manufacturing chemist whose plan has been in opération since 
1887, paying shares of profits ranging from 5 to 15 \x>r cent of annual 
eamings, is ''not certain that the plan leads directly to increased 
efficiency, although it apparently tends to increase the permanency 
of the working force — a factor conducive to increased efficiency." 
A manufacturer of insulated wires and cables, whose plan appears to 
be the least arbitrary of ail examined, and under which participa- 
tion dividends ranging from 8 to 20 per cent of wuges hâve been 
paid since 1901, expresses his opinion as foUows: '*The plan has a 
tendency to keep men awake, but not necessarily hustling; however, 
it does make them more interested in their work. If there is no 
material différence to the employée ho would rather do his work well. 
Our people are a good deal more permanent now [1915] than they 
were. Tliis fact is to be attributed to the profit-sharing plan, as we do 
not penahze our employées for leaving." 
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